


This Important New Book 


Free to New Subscribers 


The information in this timely handbook is based on infor- 
mation regularly appearing in our pages—and in an active 
market can be most useful—as the market action of these 
50 leaders provides a ready indicator to the trend of stocks 
generally. 
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Six of the stocks analyzed are selling under $6 a share— 
five between $5 and $10—seventeen are between $10 and 
$20—thus providing a ready index to many attractive low- 
priced issues. 


Here are some of the points covered- 
1—The nature of business and prospects. 


2—Financial structure—the number of shares 
issued — the number outstanding — indi- 
cating vulnerability and marketability. 


3—The Ticker Symbol. 


4—Six Year Earning Record—and Earnings 
Prospects. 


5—The Dividend Record Since 1929—and 
Dividend Prospect. 


6—The Ratio of Times Earnings to the Price 
Per Share prevailing over the past six 
Years. 


Information like this can give you a sure basis for action. 
To be certain to receive your copy, just as soon as it comes 
off the press, you must subscribe now. 


Because of the cost of compilation and publishing, we are 
justified in including “The New 1936 Handbook of the 50 
Most Active Stocks” only with subscriptions of six months 
or more. To any of our regular readers who desire a copy, 
we suggest that they extend their present subscription six 
months—using the coupon herewith. 
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Subscribe Now 
For the Important 
Weeks Ahead.... 


In the important days and 
weeks ahead — when dynamic 
events in politics and interna- 
tional relations will be mak- 
ing stirring history —a clear, 
consecutive picture of the hap- 
penings which will affect busi- 
action is 


ness and market 


particularly essential. 


In this period you will want 
every issue of THE MAGAZINE OF 
WALL Street, for only through 
regular reading can you derive 
the full benefits of a progres- 
sively built-up understanding 
of business and market trends 


and investing. 


See how THE MacazinE OF 
WALL StrEET can help you. Act 
now to get the next four im- 
portant issues immediately on 
publication, by taking advan- 
tage of our special “get- 


acquainted” short term rate. 
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Every issue will contain timely 
information of real dollars- 
and-cents value to you. 
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Tre constantly declining rate of re- 
turn upon invested capital is no longer 
a new problem for those dependent 
upon an income from securities. Gen- 
erally speaking, sacrifices have been 
made and the state of affairs accepted. 
The majority of those whose bonds 
have been refunded at a lower rate of 
interest have taken the new issue, pos- 
sibly with some grumbling, but the 
point to be remarked is that they ac- 
cept it. Recently, however, there have 
developed several cases in which the 
investor is being forced, if he wishes 
to retain an interest in some company, 
out of a bond position into a common 
stock position. Allis‘Chalmers, for ex- 
ample, has called for redemption Octo- 
ber 3, $5,000,000 of convertible deben- 
tures; Youngstown Sheet & Tube is 
retiring $3,000,000 of a convertible 
bond issue that was only brought out 
six months ago. The conversion privi- 
lege in both these bonds is of tangible 
value at current prices. Thus, the 
companies need put up no cash on the 
all, for investors will obtain more by 
converting and selling the stock in the 
open market. 

From the companies’ standpoint, the 


situation is most desirable as they are 
enabled to eliminate part of their debt 
and substitute therefor common stock. 
Nor has the man who bought the 
bonds primarily as a speculation any- 
thing of which to complain. He has 
made money on the transaction and 
made it faster in all probability than 
he thought he would. 

From the standpoint of the true in- 
vestor, however, while he like everyone 
else is always glad to make a little 
money, the effect is, as if an “ace in 
the hole” had disappeared. Undoubt- 
edly many of the Allis‘Chalmers and 
Youngstown bonds were bought pri- 
marily as investments for the return 
they afforded. The conversion privi- 
lege was looked upon not so much as 
a source of possible profits, but as 
something that afforded a degree of 
protection against unpleasant possibili- 
ties. In other words, the bonds were 
bought with the idea of using the con- 
version feature only in the event of 
the present inflationary tendencies go- 
ing further. That this is much less 
far-fetched than it might seem to those 
who think that a “profit’s a profit” and 
convert at the first opportunity, is 





Calling Convertible Bonds 


shown by the action of convertible 
issues in the past. It is our recollection 
that the Brooklyn Union Gas Co. had 
a convertible issue which sold well 
above 200. Then, the American Tele- 
phone & Telegraph Co., had an issue 
of convertible debenture 4s, some of 
which ran right up to their maturity 
this year, despite the fact that it had 
been possible to convert them for years 
at handsome profits. 

There is nothing, of course, that the 
investor can do about a callable con- 
vertible bond if it should be called. 
However, in view of the likelihood 
that the future will see even heavier 
issues of convertible bonds, the true 
investor may well give some thought 
to the possibility of being deprived of 
this investment position and forced to 
exercise his conversion privilege on the 
company’s initiative rather than his 
own. Perhaps before making his origi- 
nal commitment he might investigate 
a little further and discover a non- 
callable convertible issue which would 
meet his requirements. In this case, 
he, and he alone, decides upon the 
best time to exchange a bond for 
stock. 








In the Next Issue 


ANNOUNCING A NEW FORMAT. 


Beginning with the issue of October 24 The Magazine of Wall Street 
will appear in new dress—new cover, new type face, new layout and 
design. In addition its editorial scope will be broadened and new 
features added. 


Among its leading features will be: 


Motor Sales and Profits in 1937 
By GEorRGE W. MaTHIs 


World Currencies and the Dollar 
By H. M. TREMAINE 


Tax on Security Profits Abolished? 
By M. L. SEIDMAN 
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“MY DAD 
WANTS A POUND 
OF NAILS” 


if ST a few cents’ worth of nails... . 

It may not sound like a very big sale. 
Yet that young man is mighty important 
to the steel industry. For he is a hard- 
ware customer. And a modern hardware 
store sells a thousand and one things made 
of steel that are vital to everyday life. 

Of course not every hardware mer- 
chant can carry in stock an unlimited 
supply of each item, else he would need a 
store as big as a warehouse. Fortunately 
this isn’t necessary. If the stock runs 
low, replenishments are promptly avail- 
able from the wholesaler who has a 
warehouse containing about 19,000 dif- 
ferent items ready for quick delivery. 

And that is why you can enter almost 
any hardware store and be sure of find- 
ing just the size of nails, or the right 
weight of hammer or the very type ot 
saw that you want. 

In the same way, on steel products 
other than hardware, there are other job- 
bers and distributors who render the same 
kind of prompt, efficient service. For 


instance, does the tinsmith need a coated 
steel sheet to repair a leaky roof? Does 
the plumber need some pipe for a bath- 
room, or the electrician some cable for 
wiring a house? He gets these from a 
distributor. Does the contractor need 
some steel beams for a building? He 
buys these from a distributor. 

Those distributors are really ‘“depart- 
ment stores of steel.”” They buy by the 
ton and sell in any quantity, but usually 


AMERICAN BRIDGE COMPANY - 
LTD. + 
COMPANY 
OIL WELL SUPPLY COMPANY 

RAILROAD COMPANY 


AMERICAN STEEL & WIRE COMPANY - 
CARNEGIE-ILLINOIS STEEL CORPORATION * COLUMBIA STEEL COMPANY °* 
FEDERAL SHIPBUILDING AND DRY 
SCULLY STEEL 
UNIVERSAL ATLAS CEMENT COMPANY 


DOCK COMPANY 
PRODUCTS COMPANY -: 





to thousands of individuals 


a small one 
and businesses. The total share of the 
steel output which these distributors 
account for is a large one. They render 
an indispensable service. Without it busi- 
ness in general and that of United States 
Steel in particular would be seriously 
hampered. The entire facilities of United 
States Steel—production, research, 
prompt delivery—are devoted to main- 
taining this service at a high level. 


CANADIAN BRIDGE COMPANY, 
CYCLONE FENCE 
NATIONAL TUBE COMPANY 
TENNESSEE COAL, IRON & 


United States Steel Corporation Subsidiaries 
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The Trend of Events 


It’s Time to End 
Utility Warfare 


CONTINUED bitter warfare 
between the Federal Govern- 
ment and the country’s elec- 
tric utility corporations can do no good. Neither 
party to the controversy has been blameless and neither 
can win a complete victory, either through chronic 
litigation or fierce competition, except at great cost to 
investors or taxpayers or both. The time has come for 
sane and civilized compromise and co-operation. 

Whether the “peace conferences” called by President 
Roosevelt and now going on at Washington reflect a 
sincere desire on his part to work out a co-operative 
program in a spirit of fair give and take remains to 
be seen. We hope so, but we confess to a certain 
skepticism. 

In the first place, public announcement of this tenta- 
tive venture toward co-operation just a few weeks 
before the national election must obviously have in- 
volved political considerations. There was no need 
for drama or a stage setting. Private and informal 
negotiation would have been just as effective and 
probably more so. In the second place, among those 


representing the Government are certain implacable 
utility baiters and advocates of public ownership; and 
among the private utility conferees are men who have 
been so directly involved in the controversy that they 


will . necessarily be unable to cast off bitterness and 
suspicion. 

Fortunately, there will also be present such men as 
Owen D. Young, industrial diplomat par excellence; 
and Samuel Ferguson, eminently practical chief execu- 
tive of the Hartford Electric Light Company. Both 
have the confidence of the President and of the utility 
industry. If Mr. Roosevelt really desires peace he 
would be wise to delegate to two or three men of this 
type the task of attempting to work out an effective 
compromise through informal negotiation, without a 
fanfare of pre-election publicity. 


AFTER conference 
with the Treasury, 
Senator King, a Demo- 
crat and ranking member of the Senate Finance Com- 
mittee, has announced his intention to introduce a bill 
at the next session of Congress repealing the capital 
gains tax. This proposal may be assumed to have the 
support of the Administration. It is therefore news 
of the greatest importance to investors and business 
men. Such a revision of the Federal tax system would 
be as epochal as the muchccriticized undistributed prof- 


Repeal of Capital Gains 
Tax Is Promised 
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its tax adopted at the last session of Congress and, 
unlike that measure, would meet with general approval. 

The details of the proposed change, of course, have 
not been revealed. We do not know whether capital 
gains and losses will disappear entirely from the annual 
reckoning of income taxpayers. Possibly revision will 
apply to the periods of time within which capital gains 
or losses are taken for tax purposes and to the per- 
centages of gains subject to tax. 

Any retreat from the present system will be a step 
in the right direction. The capital gains tax is not cer- 
tain in its incidence, its gross yield is comparatively 
small and option of payment lies within the choice of 
the potential taxpayer. Its effect on the stock market 
is doubly unfortunate. In a bull market it restricts 
profit taking by large holders of securities and hence 
tends to prolong and exaggerate a speculative boom. 
But when there is a fundamental change in the eco- 
nomic cycle such large holdings press for sale when 
decline in prices threatens to wipe out more profit than 
would be taken by the tax. For both of these reasons 
it is a thoroughly vicious tax, quite apart from the 
simple fact that precarious and uncertain appreciation 
of capital assets can not be considered either as income 
or a reliable source of Federal revenues. 


THE New Dealers 
point with pardonable 
pride to the fact that 
cash farm income is now back to the 1930 level. This 
means that farm income has not only enjoyed a bigger 
percentage gain than the national income, but is much 
closer to “normalcy” than the national income. Hence, 
taxpayers in industrial areas would appear at first 
glance to have reason to expect that Federal spending 
in the cause of farm “relief” should rapidly decline, 
for “relief” implies emergency and the farm emergency 
is Over. 

Yet today we see President Roosevelt and Gov. 
Landon outdoing each other in promising the farmers 
more and better relief—with public money. The 
farmers have millions of votes, but if each candidate 
promises the same in farm spending the votes should be 
evenly split and in that case neither candidate gets an 
advantage and the only result is that the industrial 
taxpayer will lose. Why not call a truce, with the 
candidates agreeing on the same amount of curtail- 
ment in their respective farm programs? At the least, 
sirs, stop calling it farm “relief” and give it its truc 
name—which is “permanent farm subsidy.” 


Farm “Relief” Becomes 
Permanent Subsidy 


Japan Pushes On 


she THE imperialist Japanese 
In Imperialism 


steamroller pushes ever further 
into China and the Japanese 
sphere of influence spreads steadily and insistently over 
the Orient and the far Pacific lands and seas. China 
is powerless to halt the encroachment. Other nations 
whose Far Eastern interests are threatened are either 
unwilling to risk war with Japan or unprepared to 
fight. Diplomatic protest, unbacked by naval might 
and the willingness to use it, will be useless. It would 




















take more than the Orient appears to offer us in eco- 
nomic advantage to induce the United States to risk 
war. Great Britain and France have more vital prob- 
lems on the Continent. These facts are well known 
to the Japanese. Along with the fact that their gov- 
ernment is dominated by the army and navy, it explains 
the boldness of their policy. 

To nations which have something to lose it may be 
a grain of consolation to bear in mind that the future 
fruits of victory to be garnered by Japan will have to 
be rich, indeed, to pay the present cost of her expan- 
sion. To meet part of the cost—deficit financing taking 
care of the balance—Japan has just applied a “soak 
everybody” tax program. Income tax begins at $330; 
inheritance tax is doubled; corporation tax is raised by 
from 30 to 80 per cent; the tax on beer is increased 
60 per cent and that on rice wine 20 per cent; the price 
of cigarettes, a government monopoly, is increased; 
and liquor becomes also a government monopoly. The 
people will smoke and drink for the benefit of the 
State—and the army and navy will make merry. 


COTTON planters in 
the South long have 
complained that the 
protective tariff policy of the United States tended on 
the one hand to restrict cotton exports and on the 
other hand forced them to buy manufactured goods 
at excessive prices from the tariff-protected industrial- 
ists of the North. A futile and academic argument, 
you say? Well, it has been—but now the Governor 
of Mississippi has introduced in the Legislature of that 
state a program that should give everyone food for 
thought. It seeks to induce northern factories to move 
to Mississsippi through the double lure of public subsidy 
and low wages. 

Counties and municipalities would be empowered to 
float bond issues by approval of 75 per cent of the 
voters, proceeds to be used in buying land and erecting 
industrial buildings which would be occupied rent- 
free and tax-free for a specified number of years. As 
for wages, a Federal survey of one textile plant in 
Mississippi made some months ago purported to show 
that wages ranged from $5 to $9 per adult worker for 
a 40-hour week. No rent, no taxes and low wages 
would be a powerful lure. Should other states in the 
South adopt similar tactics we would stand in much 
more desperate need of a national economic conference 
than of an international conference. The tariff is not 
only an international problem. We are blessed with 
a vast territory, but the great sectional differences in 
economic interests and habits of life make national 
planning a national headache. 


Some National Planning 


Will Be Needed 


OUR most recent investment advice 
will be found in the discussion of 
the prospective trend of the market 
on page 752. The counsel embodied in the feature 
should be considered in connection with all investment 
suggestions, elsewhere in this issue. 


Monday, October 5, 1936. 


The Market 
Prospect 
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As I See lt 


A Turning Point in World Affairs 


Daevawwation of the French franc marks an im- 
portant turning point politically and economically. Long 
expected and much feared for its consequence, it has not 
enly lost its terrors as an actuality but is recognized as a 
significant event in international affairs. The way is now 
open for a resumption of world trade, leading to world 
monetary stability. Even the cause of world peace may 
be said to have been advanced by this prospect of im- 
proved economy for the peoples of Europe. When men 
believe the depths of human misery have been seen, Europe 
will begin to make progress. 

With economic stability will come greater political sta- 
bility; with the United States, England and France as 
exponents of democracy against the dictatorships of Com- 
munism and Fascism. 

Thus the devaluation of the franc becomes a very im- 
portant factor. Economically it should be conducive to 
increased trade, especially since France has also set the 
pace by relaxation of tariffs, quotas and embargoes. The 
constructive forces of the world are at last at work. 

The round which will have been won by Fascism with 
the fall of Madrid has received a setback by this working 
arrangement between the three great democratic powers. 
The riots in Paris and London against Fascist activities indi- 
cate that at last free 
men are becoming 
militant—which is a 
good sign for the 
world. While the 
fight for the extension 
of Fascism in Europe 
will continue, the im- 
proved economic situ- 
ation may restrain the 
spread of this polit- 
ical trend. 

It is unlikely 
that Senor Raffaele 
Guariglia, recent Ital- 
ian Ambassador to 
Spain, and now new- 
ly appointed to Lon- 
don, will have as fer- 
tile a field in England 
for his Fascistic doc- 
trines as he did in his 
former post. 

It remains to be 
seen what effect 
Italy’s devaluation 
will have, although 
the lira has only been 
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The French Chamber of Deputies and Premier Blum 


—~ By Charles Benedict 


allowed to depreciate from what was a nominal gold 
price. Germany has in effect already devalued 40 per 
cent through her reichmarks so that further official action 
would be no more than recognition of status quo. 

The important thing is that the channels of commerce 
have been partially cleared of some of their most for- 
bidding obstacles. Further relaxation of tariffs, quotas and 
embargoes will doubtless ensue in other countries and so 
engender that free flow of goods which has been so effec- 
tively throttled by poverty, nationalism and the desire for 
economic self-containment. 

In addition to the easing of tariffs, the very fact of 
devaluation in four countries will tend to foster their export 
trade and relieve restrictions which have prevented the 
proper transfer of credits from one country to another. A 
larger taking of Swiss, Dutch and French goods on the part 
of other nations would be a logical development in view of 
pent-up demand occasioned by their long adherence to a 
deflationary policy. The exchange of goods will, of course, 
be further facilitated by the general uptrend of business 
activity now discernible in varying degrees in nearly all 
nations. 

Of course any betterment in trade relations should con- 
tribute substantially to forestalling conflict. Improved busi- 
ness conditions on the 
Continent would do 
much to lessen the 
fundamental forces 
behind the war 
clouds,—the strangle 
hold of dictatorships, 
whether they are of 
the Nazi, Fascist or 
Communist variety. 

This is not to say 
that dictators will be 
swayed in their ambi- 
tions or that rearm- 
ing will be checked, 
but that a touch of 
prosperity will go a 
long way in tempering 
radicalism and under- 
mining despotism. 
Civil strife in France 
has grown increasing- 
ly threatening since 
the Spanish revolt 
emboldened the Com- 
munists; but if 

(Please turn to 
page 806) 
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What’s Ahead for the Market? 


By A. T. Mreter 


Durie most of the past fortnight the stock 
market’s performance could be appropriately summed 
up in baseball parlance with: No runs, no hits, no 
errors. Indeed, this publication’s index of 295 stocks 
fluctuated within a range of little more than one 
point, representing a new high in investment and 
speculative indecision. 

As this is written, however, the strongest rally in 
many weeks has made its initial ap- 
pearance, reflecting a strengthened 
technical position brought about by 
the preceding resting spell and coin- 
ciding with publication of the latest 
Literary Digest poll on the presiden- 
tial election and the announcement by 
Alfred E. Smith, ex-Governor of the 
State of New York and the Demo- 
cratic presidential candidate of 1928, 
that he will support Mr. Landon’s 
candidacy and campaign for him. 

As measured by the daily Dow- 
Jones industrial and railroad averages, 
the market has reached a new high 
of recovery on the rally, the move- 
ment being accompanied by substan- 
tial expansion of trading activity. As 
far as it goes, this must be accepted as a highly 
favorable technical development. The “follow through” 
performance in the immediate future, however, is of 
equal significance because the Dow-Jones industrial 
average on several occasions in recent months has 
reached new highs by a small margin, without touch- 
ing off sustained general advance. Indeed, each such 
rally heretofore since June was followed by at least 
some reaction. 

Our own broader stock index ever since last spring 
has proved a more reliable measure of the general 
trend than any average made up of a limited number 
of selected leaders. As the accompanying chart 
shows, this index for some time has been bumping 
along a ceiling of resistance marked out by a double 
top with peaks in early April and in August. For 
some six weeks in the spring it held within a trading 
range of less than 5 points, then suffered a full 
intermediate reaction of around 18 per cent. Its 
sluggishness around the top of the range that has 
prevailed for so many months has suggested a slack- 
ening in investment demand for the general run of 
stocks, as compared to the confident demand present 
throughout most of 1935, and has indicated that 
without such investment demand speculation could 
not make sustained headway. 

It is impossible to foretell at this writing whether 
the current rally will be strong enough to find signifi- 
cant reflection in our composite index. Meanwhile 
the short-swing trader can find a clue in the early 





movement of the more sensitive averages published 
daily. If these extend former average highs by a 
substantial margin and on confident volume, it will 
justify the assumption that the recent stalemate has 
given way definitely to a new period of optimism and 
will support a more confident short-term speculative 
policy. 

Regardless of the immediate course of the market, 
the odds remain preponderantly on the 
bullish side so far as investment com- 
mitments and longer range specula- 
tive policy are concerned. Our view 
heretofore has been that the market 
would be justified in doing little of 
significance until after the election 
in early November, unless there de- 
veloped a stronger-general conviction 
as to the outcome of the election than 
had prevailed in recent weeks. It 
would be premature, we think, to 
assume that the current rally means 
such a conviction has been established. 
Possibly it reflects a revival of op- 
timism as to the autumn business out- 
look, regardless of the political trend, 
together with widespread satisfaction 
that the long awaited currency revaluation by the 
gold bloc nations has at last become a reality. In 
any event it bears out the view that in a bull market 
there is little percentage in worrying about tempo- 
rary reactions and flat spots. 

Regardless of the general trend, however, it is 
worth emphasizing again that in the irregular mar- 
kets since last February very little profit has been 
made by speculating in the “averages.” There is no 
dearth of opportunity for the discriminating buyer 
whose eyes are glued to the all-important matter of 
corporate earnings trends. Against rising earnings, 
all general market factors such as European war 
scares, franc devaluation and political uncertainty 
can be ignored. 

For example, we have recently seen persistent buy- 
ing in the farm equipment issues, based on a com- 
bination of bullish factors. First, this group expert- 
enced a substantial reaction on the reasoning that 
the recent drought took the speculative bloom off of 
such stocks, then remained static for a period of 
weeks—the result being a strengthening of the tech- 
nical position. Second, reappraisal of the situation 
led to the conclusion that despite the drought the 
year’s expansion in sales of farm equipment was so 
large as to indicate the probability of earnings far 
«bove those of a year ago, especially for companies 
affected by leverage in capitalization or plant set-up. 
Third, the pledge of large Federal farm benefit ex- 
penditures made by both presidential candidates must 
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The best rally in several weeks is in progress on rising volume 


of trading. Attainment of a new average high by a decisive margin 


in the immediate future would justify a more confident short 


swing policy. There is no change in bullish investment policy. 


be regarded as of bullish longer term significance 
to the farm equipment makers. 

That relatively few equities of market leader type 
have made new highs is neither surprising nor par- 
ticularly alarming, in view of the broad previous 
appreciation of most such issues between March, 
1933, and the spring of this year. Indeed, it natur- 
ally follows that from the present level of economic 
recuperation the largest percentage gains are prom- 
ised either in stocks which are still in a depression 
range, such as heavy steels, or in secondary issues, 
even though some of the “Blue Chips” may again 
come to life in the present rally. 

Now that the recent excitement over devaluation 
by France, Holland and Switzerland has abated, it 
is possible to take a calm view of the probable eco- 
nomic consequences. It is probable that some repa- 
triation of European funds from this market will 
result, but until the revalued currencies are firmly 
fixed to gold and confidence in their stability is 
established the capital movement will neither be 
large nor fast. For obvious reasons, France is the 
most uncertain spot. War fears, though somewhat 
lessened, are still a definite factor there but not in 
Holland or Switzerland. Moreover political and 
social instability at present is far greater in France 
than in either Holland or Switzerland. The French 
Government’s deficit is too huge to be more than 
partially cancelled by the mere fact of franc de- 
valuation and a strong business revival in that country 
depends even more on the steps to be taken by the 


Blum government in coming weeks than on currency 
realignment. 

Continued “New Deal” spending by the French 
Government will give French investors scant reason 
to repatriate their capital. The French economy, 
banking system and national psychology differ from 
ours. Establishing confidence in the revalued franc- 
the second French revaluation in less than a decade— 
is a more difficult and complex task than was repre- 
sented in our revaluation of the dollar. 

In contrast repatriation of Dutch and Swiss 
funds may be of considerable proportions in coming 
months and this constitutes a short-term factor of 
uncertainty in our market. Dutch securities are 
already showing strong advancing tendencies, an 
inducement for repatriation of funds now in America. 
On the whole, however, the recent currency devel- 
opments are decidedly hopeful in long term impli- 
cations of increased world trade, greater European 
political stability and even possibly some relaxation 
in war fears. Meanwhile our commodity markets 
show no visible effect, good or bad, and are not 
likely to be importantly influenced. 

At home industrial activity in some lines begins 
to take on boomlike characteristics, with complaints 
of shortages in materials and transportation facili- 
ties. This is notably true in the steel industry, where 
operations have moved up to a new recovery high. 
despite seasonally curtailed activity in automobile 
production. With motor output rising, peak steel 
activity this autumn may be the best since 1929. 
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Business Views the Coming Election 


By Joun C. CresswILi 


Busmess sentiment in this country is overwhelmingly 
opposed to the re-election of President Roosevelt and is 
ardently in favor of Landon. Business knows that the 
New Deal has lost much public favor, for this has been 
shown by reliable national polls, by Republican gains in 
the recent Maine election and by primaries in Michigan 
and Massachusetts—but it does not know whether the turn 
in the tide has gone far enough to defeat Roosevelt. With 
the decision just a few weeks away, business men are in 
greater doubt as to the outcome of an election they regard 
as of crucial importance than they have been in any pre- 
election campaign since 1916. 

Under the circumstances it would seem logical that cur- 
rent business activity should reflect uncertainty, doubt, 
fear; that trade should languish; that purchasing agents 
should cautiously clamp shut their corporate pocketbooks; 
that projects of factory modernization and expansion should 
be deferred; that industrial production should suffer a 
severe reaction. 

Yet nothing of the kind is evident or probable—and 
here we have a striking paradox. In one breath the average 
business man will tell you that he regards the defeat of 
Roosevelt as of paramount importance. In the next breath 
he will tell you that he expects excellent fourth quarter 
business activity and further economic progress in 1937. 

For this seeming paradox there are several explanations 
which merit individual consideration. 

First, economic recovery itself is the most potent political 
stabilizer. In current psychological effect, it matters not 
whether that recovery be sound, artificial or partly both 
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Among the majority of individuals hope replaces discon- 
tent. Mass “urgings and surgings” subside. Demand for 
economic nostrums and political magic fades away. Politi- 
cians, ever prompt to meet public demand, turn from ex- 
perimentation to the effort to consolidate recovery and 
claim credit for it. Maximum public discontent and unrest 
always coincide with acute depression and deflation. This 
is what we had in 1933. It is what France has today. 

Second, since the tide of popular favor for the New Deal 
has receded, it follows that Republican representation in 
the next Congress, especially in the House of Representa- 
tives, will be substantially increased. Whether there is a 
Republican majority in the House or not, this means there 
will be a more effective and coherent opposition party. 
It means greater debate on and more orderly consideration 
of important legislation; a retreat from Administration- 
written “must” legislation rushed through by steamroller 
tactics; a return to representative government. 

Third, substantial losses by the New Deal will greatly 
influence the individual political strategy of numerous 
members of Congress. The great majority of professional 
politicians ride with the wind, never against it. Among 
Democratic members the logical strategy has been to “go 
along with Roosevelt,” for Roosevelt demonstrably was the 
great vote getter. That is why not a few Democrats and 
some Republicans voted for New Deal measures against 
their personal and private convictions. Defection of an 
important percentage of voters from the New Deal gives 
these men less reason to “go along,” more reason for inde- 
pendence now. All 435 members of the House of Repre- 
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sentatives and thirt;-two Senators face another election 
just two years hence. That fact will be uppermost in their 
minds and will shape their legislative attitude from the 
very first session of the new Congress next January. 

Fourth, the artificial business stimulant afforded by 
heavy government spending and consequent inflation of 
bank deposits cannot possibly be suddenly withdrawn, 
regardless of the outcome of the election. While Landon 
is pledged to eliminate “waste” in the relief program, he 
has also pledged himself to do it without curtailing succor 
to the worthy unemployed. Moreover, Landon is pledged 
to a program of farm benefits which would not seem to 
make any economies possible. In these two avenues— 
relief and farm benefits—we have the bulk of the emer- 
gency spending. Under either Roosevelt or Landon any 
tapering off it the flow of Federal funds will necessarily be 
gradual and can be more than compensated for by ac- 
celerated use of private surplus funds, a huge total of 
which now lies idle in bank deposits, or by private credit 
expansion via bank loans or security issuance. 

The above four considerations overlap. In varying com- 
binations, they constitute the reasoning—conscious or sub- 
conscious—in the minds of business men who profess to be 
in holy terror of the re-election of Roosevelt but who show 
no sign of terror in the daily conduct of a satisfactory and 
growing volume of business. 

Assuming for the moment that Roosevelt will be re- 
elected, let us pose the question: What is the status of the 
New Deal today, as edited by the Supreme Court? Looking 
back objectively, the most important 
New Deal steps were depreciation of 
the dollar, relief and recovery expendi- 
tures, government refinancing of home 
and rural mortgages, the NRA, the 
AAA, the recriprocal tariff policy, 
the labor legislation, the “yardstick” 
utility policy and the financial and 
banking reforms. 

Dollar depreciation is politically a 
dead issue, a fact accomplished. Most 
intelligent people, even when critical 
of the method by which it was done, 
credit it with halting deflation as it did 
in the case of Great Britain. There is 
no public fear of the dollar, there is no 
public clamor for return to a convert- 
ible gold standard at a permanently 
fixed gold parity—certainly not until 
international stabilization is possible. 

As for the spending, it is agreed 
that it was necessary—the debate cen- 
tering on whether it has been overdone 
and on how soon and how rapidly it should taper off. 
Under Landon it probably would taper off more promptly 
than under Roosevelt. Under either, the Government's 
deficits would be likely to decline rather rapidly as business 
recovery brings in an unprecedented flood of revenues from 
present tax rates. 

Though some loss may result from the HOLC and 
Farm Credit refinancing, these measures were and are 
popular. Landon does not attack them. Whether they 
prove wise and effective in the long run, the financial and 
banking reforms also are popular. Landon does not attack 
these. 

The NRA was nullified by the Supreme Court but as a 
political issue it met a gradual death when the course of 
events increasingly demonstrated to the public that our 
first sustained recovery in business activity, employment 
and payrolls developed after this experiment was dropped 
and not while it was operative. Whatever Roosevelt s per- 


for OCTOBER 10, 1936 


pe Petey 


te > 








sonal philosophy may be, we believe he is too able a politi- 
cian to risk reviving an issue that has lost virtually all 
popular appeal. Even should he attempt to do so, the 
chances are that opposition in Congress from both Republi- 
cans and conservative Democrats would prevail. 

Like NR A, the AAA was killed by the Supreme Court 
but it really met its final political doom when the great 
1936 drought proved that such coercive form of crop 
regulation was both unsound and politically dangerous. 
In the respective farm programs put forward both by 
Roosevelt and Landon at present, there is no issue of concern 
to business men. Under neither will coercive regulation of 
farming be revived. 

This leaves for consideration the labor relations act, the 
reciprocal tariff policy and the utility policy. Landon has 
made no attack on the labor act. Inferentially, he opposes 
the tariff policy but has not yet clearly indicated an alterna- 
tive program. Except in some sections of the Northwest, 
this is not an issue over which the public is excited; and 
many critics of the New Deal favor this policy. It may be 
inferred that Landon would be inclined to “soft pedal” the 
Government's competitive utility policy, but he has said 
little about it and his running mate, Col. Knox, has spoken 
in favor of Federal public works and in favor of completing 
the vast power projects already well under way. 

In short, Landon approves of most of the objectives of 
the New Deal and the primary issue is not one of objective 
but of method. Curiously, some of the contested measures 
of the New Deal—such as the labor act, the utility holding 
company act, the social security act 
and the securities exchange act—stand 
today in greater danger of repeal by 
the Supreme Court within the next 
year than of repeal at the initiative of 
Landon, should he be elected. This is 
because, in the first place, Landon 
favors the principle in most of this 
legislation, and, in the second place, 
as President he would be confronted at 
least by a Democratic majority in the 
Senate and this majority would be 
more likely to modify New Deal laws 
with the aim of making them workable 
than to repeal them. 

To business men the appeal of Lan- 
don is chiefly on the administrative 
side. They believe recovery would be 
sounder and safer under his leader- 
ship; that the credit of the Govern- 
ment—though not now seriously ques- 
tioned—would be safer. They know 
that there are troubled times ahead in 
the world; they are disturbed both by Roosevelt’s frequent 
shifts of position and by his failure to enunciate clearly and 
simply his objectives and the methods he proposes to em- 
ploy. They would feel considerably more comfortable in 
seeing Landon, rather than Roosevelt, fill the next vacancy 
or vacancies on the Supreme Court. Above all they dis- 
trust the high degree of personal domination of govern- 
ment represented by Roosevelt, his “rabble rousing” in- 
clinations to stir up class hatreds in repeated public utter- 
ances, his demonstrated addiction to factional and partisan 
government. They believe that Landon by temperament 
is a negotiator rather than a dictator. Even if he were not, 
they know this role would be forced upon him since he 
would face a Democratic majority in the Senate, regardless 
of the scope of Republican gains in the House. 

Yet regardless of all differences, the primary fact is that 
under either Roosevelt or Landon the major task of the 

(Please turn to page 802) 
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Happening in Washington 


By E. Kk. T. 


Currency stabilization is regarded as virtually a fact 
through joint British-U. S. consent to devalution of French 
franc, though Treasury will not admit it in so many words. 

Reservations by both countries of independence of action 
to preserve national economies is considered largely po- 
litical window-dressing. Observers think both U. S. and 
Britain believe currency war has gone far enough, that 
henceforth pound, franc and dollar will be maintained at 
stable ratio. Other currencies are expected to fall in line 
and stay there. 


Gold content of the dollar probably will not be al- 
tered again during life of law permitting President to do so. 
But Treasury will ask for continuation of its $2 billion 
stabilization fund in order to maintain international cur- 
rency ratios in event minor currencies fluctuate sufficiently 
to affect dollar-pound-franc line-up. 

Fact of French devaluation, talked of for three years, now 
removes one great uncertainty in world finance; clears the 
atmosphere greatly, barring possibility of European war. 


Politically, the agreement can be cited as justifying the 
New Deal's policy of giving the executive power to act 
quickly on monetary matters. But opponents can say the 
agreement is three years late; that it should have been 
reached at 1933 London economic conference from which 
U. S. took a walk; that after three years of costly currency 
experiments the New Deal finds itself right back where it 
started. 


W orld trade should benefit somewhat from currency 
stability. French exports, tourist trade, will improve, im- 





Washington Sees— 


Currency stabilization benefiting world 
trade, eliminating uncertainty over value 


of the dollar. 
Politics in the home stretch. 


Parties out-bidding each other to attract 
farm votes. 


Crop insurance the newest farm panacea. 
Gradual easing of government farm lending. 


Federal aid to consumer co-ops forgotten un- 
til after election. 


Labor back in the headlines in November 
and thereafter. 


More laws in the making to help independent 
merchants. 
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ports fall off. Some French and other European money in- 
vested in U. S. will be repatriated, but other fears on the 
Continent may keep much of it here. Trench tariffs and 
quota restrictions may be eased as a resuit. The U. S.- 
French reciprocal trade agreement contains a clause per- 
mitting modification in case of currency upsets, but it is not 
expected to be invoked in near future. 


Battle for ballots nears a climax, with campaigning at 
crescendo. Look for both parties to explode all sorts of 
bomb-shells during next three weeks. 

Roosevelt’s open admission that a campaign is underway 
aids morale of his party workers. But his non-political 
campaign prior to taking the stump worked very well, 
maintained his reputation as a master politician. His series 
of moves in capacity of president did much to offset prom- 
ises and attacks of his opponent. 

Democrats’ intensive political activity is not so much in 
fear of losing the election but to roll up as large a popular 
vote as possible. Roosevelt and advisers feel confident New 
Deal will be returned to office, but want a large vote of 
confidence. Note that all of Roosevelt’s public and private 
acts are based on assumption that he will be in White House 
next year. There are no “ifs” in anything he says or does. 


Farmers are pawns in political game, as usual, but 
stakes are higher this year than ever. The sky’s the limit, 
with each party trying to outbid the other in what used to 
be called farm relief, now farm benefits. Each party will 
pay cash for soil conservation; each will experiment with 
crop insurance; each will widen farmers’ credit facilities; 
each will aid tenants to own farms. To this Landon adds 
protection against agricultural imports and some sort of 
export subsidy. 


Bankhead farm tenant bill apparently gets White 
House endorsement through President’s letter asking Ala- 
bama Senator and others to meet in December and prepare 
legislation to aid renters and share-croppers. Last year this 
billion-dollar proposal nearly passed the Senate without 
presidential support. It would provide 100 per cent, 60- 
year, low-interest loans to selected tenants in selected areas. 
Effects, among others, would be to bail out land owners and 
land-poor banks and insurance companies and substitute 
U. S. Government as landlord. 

But support of Bankhead bill at this time takes the politi- 
cal sting from current Arkansas peonage investigation. 


Crop insurance is just around the corner. Committee 
appointed by President was directed to draft legislation for 
early enactment. Actually Secretary Wallace and aides 
have been working intensively on plan for months, making 
actuarial studies on staple crops. His plan is not such as 
private insurance companies would write, but combines 
production control through link with soil conservation pay- 
ments and also Wallace’s pet ideal of “ever normal 
granary.” 
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Insurance premiums and benefit payments would both be 
in commodities, normally, thus apparently limiting plan to 
non-perishable crops. Farmer would be insured against all 
risks up to 75 per cent of “normal” crop, meaning six-year 
average, government giving him commodity equal to dif- 
ference between harvest and 75 per cent. If harvest exceeds 
100 per cent, farmer would turn portion over to govern’ 
ment. Plan so far is tentative, but well advanced. Many 
hurdles and pitfalls ahead. 

Sympathy with crop insurance is expressed by farm or- 
ganization leaders, but they are not committed to Wallace 
or other definite plan. 


Farm mortgage policy of Farm Credit Administra- 
tion, on long-time view, is to be liberal in appraisals and 
lending when land values are low and strict when they rise 
above what is considered normal. Aim is to prevent violent 
fluctuations in farm values, keep mortgages related to farm 
earning power. This was discussed by President Roosevelt 
and insurance company heads he called in recently. Farm 
values are now rising but not yet up to pre-war index; 
FC A’s lending of past three years has helped this as well 
as stemming foreclosure flood. 

From now on FCA will taper off farm lending, stiffen 
up on appraisals. A gradual program, nothing drastic. 
This means that insurance companies, banks, other farm 
lenders, will have somewhat less government competition in 
near future and if land values go way up government, via 
Federal Land Banks, may call the turn by keeping appraisals 
very low. 


Re-insurance of insurance policies through govern- 
ment agency similar to federal (bank) deposit insurance 
corporation has been talked by New Dealers, but was im- 
mediately hushed up until after election because of Colonel 
Knox's charge that government credit inflation makes in- 
surance unsafe. 


Consumer co-ops will be kept on ice during balance of 
campaign. Roosevelt’s investigating commission sneaked 
back from Europe without publicity and has made no re- 
port. There are rumors of internal dissension. Politically- 
wise advisers caution administration against anything which 
might antagonize small business men. Nevertheless, Scott 
bill to give government credit and organizing aid to con- 
sumer co-operatives may be pushed in next Congress. It 
veceived a hearing last spring. 


Maritime commission appointments on temporary 
basis is admittedly a stop-gap. Interested groups could not 
agree on who should be appointed, but law required cer- 
tain filings with commission within 90 days of law’s enact- 
ment, and strike situation of Pacific coast was getting so se- 
rious that further delay was impossible. Temporary com- 
mission proved happy solution for Roosevelt, politically, 
since permanent appointments now will not have to be 
made until after election. 


Labor troubles, except at West Coast ports and scat- 
tered spots, are fewer than had been anticipated. But in 
the spring coal, steel, and automobile industries will have 
much Jabor talk, perhaps some strikes. Organization of 
steel and auto workers apparently is more difficult than 
anticipated; perhaps organizers are going easy until after 
national election. 


November convention of A. F. of L. will see show- 
down on craft versus industrial line-up. Indications show 
many unions still in federation sympathize with ousted 
groups forming Committee for Industrial Organization. 
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Strike-breaking, labor spy, tear gas disclosures by Sen- 
ate committee investigating industrial espionage and anti- 
union activities are calculated to play on public sympathy for 
union labor. Will aid in Congressional approval of various 
pro-labor bills. 


Tax publicity warning by Attorney General Cum- 
mings was misinterpretation of law, either innocently or 
politically. Democrats are alarmed at Republican stress 
on taxes, present and future, particularly publicity by them 
and by merchants as to how much of price of every-day 
articles represents taxes. Cummings mentioned law pro- 
viding fine of $1,000, year in jail, for representing that 
federal taxes are included in a price. Panicky business men 
protested. Internal Revenue Bureau gave assurance 
that its interpretation of this old statute is that it applies 
only where such representation is known to be false; its 
regulations specifically permit tax publicity on theater tickets, 
gasoline pumps, and sales invoices where excise taxes are 
involved. 


Capital Gains Tax may come up for revision. Idea 
is to separate it from income tax and revise schedule down- 
ward. Senator King will probably sponsor new legislation 
to revise current law. 

If capital gains tax were repealed or even revised down- 

(Please turn to page 806) 





What the Presidential Polls Show 


The latest results of the Literary Digest 
poll show that the total vote is 438,601 for 
Landon, 282,524 tor Roosevelt and 29,083 for 
Lemke. Landon’s lead, therefore, has been 
cut from three-and-a-half to two to less than 
three-to-two. The Republican candidate 
leads in twenty-one states, having 290 elec- 
toral votes, while the Democratic candidate 
leads in ten states, having 111 electoral votes. 
Such states considered doubtful as Pennsyl- 
vania, Ohio and New York are shown to be 
in the Republican column. 


The Baltimore Sunpapers’ Presidential 
Poll shows Mr. Roosevelt leading by a big 
margin in Maryland. It gives him more than 
sixty-three per cent of the total vote, the best 
he has attained so far. 


A poll, limited to villages, towns and farm- 
ing areas, being conducted by some three 
thousand country newspapers in co-opera- 
tion with the Publishers’ Autocaster Service 
and the American Press shows returns for 
the sixth week as follows: Landon 447,973, 
Roosevelt 296,882, Lemke 36,605. Landon 
leads in twenty-eight of the thirty-nine states 
reporting. 


This is contradicted by the American In- 
stitute of Public Opinion poll which gives 
Mr. Roosevelt 53.2 per cent of the total vote. 
This poll shows Ohio in the Democratic 
column but, as with the Literary Digest, 
New York and Pennsylvania in the Repub- 
lican column. 
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Consumer Co-operatives Are Growing 


How Much of a Threat Are They to Retail 
Trade or to the American Profit System? 


By Henry D. Ratpx 


Busneess is becoming alarmed at the sudden interest 
in consumer co-operatives in this country. Trade associa- 
tions are studying the subject avidly, making plans to meet 
this new form of competition. It has thrown something 
of a scare into many business quarters. 

President Roosevelt sent a special commission to Europe 
to study consumer co-ops, presumably to see if the idea 
could be fostered here with government aid. This com- 
mission is about ready to report, and already lines are 
forming to prevent Congress from granting subsidies to 
consumer co-ops which compete with private business. 

The co-operative movement is not new. It exists in 
some 40 countries, has flourished in England and the Scan- 
dinavian countries for two generations, and is already well 
established in many lines of activity in the United States. 
By itself a consumer co-op is simply another form of doing 
business, and private merchandisers feel that they can meet 
its competition. The fear is that the government will sub- 
sidize the co-ops, that the administration may use them as 
an instrument to attack the profit motive and to break up 
big business. 
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What is a consumer co-operative? Basically it is simply 
a buying club. A group of people decide to pool their 
orders, buy at wholesale, and divide the savings. If 
successful they increase their membership, take on addi- 
tional commodities, and finally join with other local groups 
in doing their own wholesaling. The next step is to acquire 
factories to produce their own goods, but while this is being 
done extensively in Europe there are only a few minor 
instances of it in this country. 

This sort of thing has been going on spasmodically since 
the country was settled, but in most cases it has been no 
more of a threat to private business than a community 
barn-raising bee is a threat to the construction industry. 
Consumer co-operation has met the needs of some people 
all the time and many people some of the time, but it has 
never caught hold in a big way in the United States. Its 
enthusiasts declare that changed conditions and perfected 
methods have brought the movement to a point where it is 
ready to spread like wildfire and that in a few years it will 
dominate our economic life. But there are many obstacles 
to the wide and rapid growth of consumer co-operation. 
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If this were not so the movement would have become 
dominant long ago. 

There are many kinds of successful co-operative ventures 
in this country today. A mutual insurance company 1s a 
type of consumer co-operative which, while strong, has not 
driven competing companies out of the field. Building and 
loan associations and mutual savings banks are another 
form which have long existed side by side with competing 
institutions run for profit. The so-called voluntary chain 
store, or retailer-cowned wholesaler, is a well-established and 
growing type of co-operative which is not considered a par- 
ticularly vicious threat to private enterprise. Farmers’ co- 
operative marketing associations have grown to a point 
where some of them, like the California Fruit Growers 
Exchange, dominate the market, and yet few people think 
of them as undermining our economic system. 

These examples show that co-operative enterprise is not 
necessarily incompatible with private capitalism; the two 
systems can exist side by side and competition will deter- 
mine the ultimate survivor. 

But, say the disciples of co-operation, these are not true 
consumer co-operatives in the proper sense of the term. 
Either they are producer co-operatives established to reduce 
the cost of manufacture, which is only a variation of the 
profits system, or they have got away from the basic co- 
operative principles. Real consumer co-operatives, the 
enthusiasts insist, will slowly but surely wipe out the profits 
system, drive capitalism off the face of the globe, and create 
a new economic and social order. 

To substantiate their predictions, they point to European 
developments and to a number of apparently quite success- 
ful true consumer co-ops in this country. 

It is true that consumer co-ops have been very successful 
in several European countries where they now dominate 
certain merchandising fields; it is true that the co-op move- 
ment is spreading throughout the world; it is true that in 
this country a number of consumer co-operative societies 
have survived prosperity and depression, have proved of 
real value to their members, and have now reached the 
point of growth which their sponsors feel is the ground- 
work for a tremendous surge in activity and a real threat 
to private business. But it is yet to be proved that the 
American temperament and American economic conditions 
provide the proper soil for an extensive growth of the 
movement. 

The idea of consumer co-operation has been interwoven 
with European history for more than a century, but the 
first really successful co-op was started in 1844 by 28 
weavers in Rochdale, England. They pooled their savings, 
bought a small stock of food staples, and opened their own 
retail store. From this puny venture has grown the whole 
English co-op system which now includes some 7,000,000 
families and does 12.5 per cent of the retail trade in the 
country. The English co-ops have their own Co-operative 
Wholesale Society, operating 150 factories, tea plantations 
in India, a fleet of ships, and conducting an extensive inter- 
national trade with co-ops in other nations. The Swedish 
co-op does 20 per cent of the retail trade of Sweden and 
10 per cent of the manufacturing. 

The success of co-operatives everywhere is said to de- 
pend on adherence to the Rochdale principles, which 
are essentially that each member has but one vote re- 
gardless of number of shares held and surplus is dis- 
tributed to patron-shareholders on the basis of their 
purchases. 

Consumer co-operation in the United States has had a 
sad history. In the series of depressions following the 
Civil War various labor and agrarian movements attempted 
consumer co-operatives without lasting success. 

Early in this century, however, co-operative marketing 
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of farm products began to make headway, particularly 
under the auspices of the Farm Bureau movement and in 
the northwestern states. Co-operative farm marketing is 
now firmly established and in general quite successful. For 
several years the federal government has aided it with 
financing, exemption from taxation and anti-trust laws, and 
with educational and organization work. To most Amer- 
icans the word “co-op” means a producers’ co-op. 

A more recent phase of the producers’ co-ops is the 
collective purchasing of supplies. Many of the more ag- 
gressive co-ops have built up sizeable business in supplying 
their members with fertilizer, feed, petroleum products, 
farm machinery, and many other goods. Most of these 
deal only with production goods, though some have retail 
stores through which members may purchase consumer 
goods. Farmers’ purchasing co-ops have doubled their 
business in the past 10 years, according to the Farm Credit 
Administration, and the 2,000 organizations of this type 
did a business of $187,000,000 in the 1934-1935 season. 
In addition, sideline purchasing activities of marketing 
co-ops totaled $90,000,000. There are some 2,000 farmers’ 
mutual fire insurance companies, 3,000 mutual irrigation 
companies, 5,000 co-operative rural telephone lines, and 
5,550 farmers’ co-operative credit associations financed by 
the FCA. The Rural Electrification Administration is 
financing hundreds of co-operative power lines. 

While co-operation has grown among farmers it has 
not made much headway with city consumers. There are 
isolated examples of quite successful city co-ops. Negro 
groups in Gary and Pittsburgh, milk co-ops in Waukegan 
and Minneapolis, are such. Consumers Co-operative Ser- 
vices in New York has a chain of 11 cafeterias and an 
apartment house. Co-operative gasoline stations can be 


found in many cities. 
The most recent large-scale attempt to foster the move- 
(Please turn to page 796) 





G. A. Douglas from Gendreau, N. Y. 


Co-operative gasoline stations are growing 
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Aviation Begins to Earn Money 


Well Managed Companies Face Improving 
Prospect With Big Developments Ahead 


By CuHartes M. TurNER 


Awution is beginning to show profits. The trend is 
in the right direction. This is not to deny that dividends for 
several years to come will be limited to a very few compa- 
nies nor can it be said that those observers are entirely 
wrong who contend that aviation is still very much of a 
speculation—that profits will partake more of the nature of 
a trickle than a golden flood. The big point is that im- 
provement is underway and tangible results are becoming 
evident. 

The New Deal split the investor's aviation into a variety 
of separate parts when it cancelled the air mail contracts 
and threatened even more drastic punitive action, either by 
law or ukase, if holding companies and others did not cease 
building and operating their own aircraft equipment. As 
the air lines could not discard the idea that they were de- 
pendent on mail contracts and therefore on the good will 
of the Administration, and as the manufacturers by and 
large were fearful that the Administration would try build- 
ing military machines in Government plants, thereby wreck- 
ing the private companies, the great majority of big cor- 
porations have reorganized and are now confining activities 
to either manufacturing or transportation. Thus the in- 


vestor, with few exceptions, puts his money in either a 
manufacturing or an operating enterprise. 

In recent months the manufacturing picture has taken 
on brighter tones, although one should know his company 





Photo courtesy 1. W. A. 


inside and out, its history, its management and its business 
prospects, before buying its stock. There are now about 
60 so-called aircraft manufacturing companies. Only 22 are 
worth a second thought from the investor’s viewpoint, and 
half of them in all probability will lose their capital and 
either reorganize or go out of business. The 10, or perhaps 
12 companies, which may be termed sound are now enjoying 
vastly improved prospects for profitable business. 

Improved business conditions throughout the country are 
reflected in the growing sales of commercial planes for pri- 
vate owners and miscellaneous operators. During the first 
six months of 1936 sales of machines carrying two, three 
and four persons increased 63 per cent over sales for the 
same period last year; 592 machines as compared to 363 
Some companies are preparing for a 100 per cent increase in 
commercial sales during 1937. Their distributors report 
an unusual number of prospective customers, the chief rea- 
son being that an air-minded generation during the years of 
the depression has been reaching the age where it might fly 
if it had the money. Today there is a steady increase in the 
number of persons who are determined to fly for sport and 


pleasure. There is a noticeable increase in the number of 
students in the flying schools. Airport activities have ex- 
panded. 


More business houses are using planes. More machines 
are being used in aerial hacking on the multitude of jobs 








Loading mail and express while passengers embark for a transcontinental flight 
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that only a flying machine can perform adequately by rea- 
son of its superlative speed, especially where saving time 
means saving money. The export market has stood up very 
well in the light commercial plane field. American planes 
are popular the world over. Some of the manufacturers 
have developed really profitable markets abroad. 

No other industry came through the depression in better 
shape. The aircraft manufacturers started trimming sail 
late in 1929, and they have kept their sails trimmed to suit 
the winds of business. They have been able to keep their 
inventories at an absolute minimum, building new models 
only in numbers sufficient to fill orders. Selling commercial 
aircraft has become an exact science. The construction 
processes have been improved steadily. One now receives 
more for his money when he buys an airplane. He gets a 
faster ship, or a more comfort- 
able plane, designed to fit his 
own requirements; and_ he 
knows that the materials in it 
will stand up for years. Air- 
planes are now like motor cars; 
they do not wear out. That en- 
courages initial buying. The de- 
velopment of navigational equip- 
ment, improved airports and air- 
ways, greater facilities for re- 
pair, overhaul and servicing, all 
are factors in the present de- 
velopment of private flying. 

Many of the companies build 
both private and transport mod- 
els. Both light and heavy trans- 
ports are sold to air lines and 
business houses. Some are ac- 
quired by private owners who 
use them as they would use a 
private railway car or a yacht. 
That business shows steady 
growth, although no company 
expects to make it profitable for 
some years to come. It helps 
take care of the overhead, how- 
ever. 

The machines acquired by the 
air lines can help a company 
show profits if it does not lose 
repeat orders to competitors 
who have produced something 
either faster or more economical 
in operation cost. A number of the larger, more substantial 
companies are now working on new transport equipment, 
some of it gigantic in size. Whether they will make money 
with the new models is a matter of mere guesswork. The 
builders themselves do not know. They do know that they 
must keep on turning out better machines year after year 
if they are to stay in business. Other companies are pro- 
ducing lighter transports for service on routes where light 
trafic does not warrant heavier equipment. In this field 
the prospects are unlimited. 

Only a few hundred cities have air transportation today. 
The thousands of large towns which make up the bulk of 
trade and supply most of the travel are without regular air 
service. Only the trunkline systems exist. If the history 
of the railroads, trolley cars and bus lines is to repeat itself 
in the air, then the day is approaching when feeder lines 
will connect nearly all towns with the main key routes. 
There is some evidence that feeder line systems will begin a 
new phase in air transportation during the next two years. 
It depends on general business conditions and the need for 
such service. When feeder lines do develop they will pro- 
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Skilful maintenance adds to safety and life of planes 





vide a rapidly expanding market for the manufacturer ot 
commercial aircraft, a most profitable market, because each 
sale will mean not one but several units. Meanwhile, those 
plants turning out the best transports today are selling more 
ships every year, and they are also developing markets 
abroad. American transport equipment is now used in 
nearly every country in the world. Unfilled orders for large 
and small transport planes represent a considerable volume 
of business that should brighten many company reports dur- 
ing the next 12 months. 

With few exceptions the manufacturers of commercial 
planes are either selling or trying to sell machines to the 
national defense departments of the Government. Unset- 
tled conditions abroad, the active rearmament programs of 
other great powers and the need for adequate air strength 
here have combined to set up a 
building program much larger 
than any adopted since the 
World War. During the pres 
ent fiscal year the United States 
Government will buy upward of 
sixty million dollars worth of 
planes, engines, instruments, 
spare parts and other aircraft 
equipment. These orders are 
flowing into the industry, in 
some cases more rapidly thar 
the industry can absorb them: 
although several plants have lit- 
tle or no business from the ser- 
vices as yet. One company has 
more than it can do. Another 
has so much commercial and 
Government business combined 
that it is constantly expanding 
its manufacturing facilities 
Another is making reasonable 
profits on a relatively small or- 
der, with absolute certainty of 
repeat orders that should show 
adequate profits. A half dozer 
companies are now bringing out 


* ane er experimental military equipment 


which must lead to profitable 
production orders. 

Some big planes are being 
projected by well-known com- 
panies. The present Boeing 
bomber, rated superior to any 
abroad, is said to be only a small brother of a new model 
now in the engineering stage, a veritable giant, possibly 
twice the size of anything flown heretofore. Boeing also 
has filed patent papers on a new type giant flying boat ap- 
proaching the dimensions of a destroyer. 

Douglas is working on a giant four-engine transport wider 
than a Pullman car and seating between 40 and 50 pas- 
sengers. Douglas also has gone into the big flying boat field. 
Consolidated Aircraft is developing flying boats much larger 
than its present edition built for the Navy. Sikorsky and 
the Glenn L. Martin Company have in various degrees of 
engineering new models of flying boats that make the pres- 
ent “clipper” ships look like toys. 

Curtiss‘Wright has new pursuit and attack planes x 
superior in speed that the smallest details about them are 
being closely guarded as military secrets. The Chance 
Vought division of United Aircraft is working on a fast 
ship designed to drive all competitors out of the air. Air- 
craft costing a million dollars each will be commonplace 
within the next two or three years. 

Both the Army and Navy boards responsible for main- 
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taining an adequate defense system are committed to the 
policy of developing our air force strength. One may ex- 
pect that future orders will increase in volume, limited only 
by the production capacity of the plants that are capable of 
doing the work, providing the kind of equipment necessary. 
That means that the Government will be reluctant to let out 
business to new companies, because only experienced con- 
structors with organizations built up during years of actual 
practice are capable of turning out efficient military aircraft. 
The cautious investor will avoid the new company promis- 
ing returns on prospective Government business, or for that 
matter, commercial sales based on designs pirated from old 
line manufacturers. 

American commercial and military aircraft lead the world 
in efficiency of performance and economy of operation. 
Sales of equipment abroad thus far this year are far ahead 
of 1935 which proved a record with a gross volume of about 
eighteen million dollars. It may aggregate twenty-three 
million this year. 

Briefly, the aircraft manufacturers are in better shape 
financially than they have been for many years. Many of 
them are showing profits as compared to little or none 18 
months ago. Those still using red ink on their balance 
sheets have reduced fiscal losses materially, with every pros- 
pect of emerging into fair balances in 1937. 

Boeing's sales were up during the first six months of the 
year. Bell Aircraft showed a profit. The Glenn L. Martin 
Co. reported a $400,000 balance. Lockheed made 
$40,000 and still had $1,250,000 in unfilled orders. Doug- 
las had $195,000 profit with a vast plant expansion and 
twenty-three million dollars worth of unfilled orders. North- 
rop had all the orders the plant could take care of within 
reasonable time. Consolidated Aircraft’s six months’ profit 
was $190,000 with thirteen million dollars worth of business 
on hand. Curtiss'Wright had a profit of more than $800,- 
000 and an amazing volume of business that should prove 
profitable. North American Aviation showed a profit for 
the six months’ period, as did United Aircraft. 

The air transport branch of the industry remains in some- 
what less certain position from the profit standpoint. Be- 
cause of its real or fancied dependence on mail contracts 
air transport has continued to be dominated by Washington. 
Even the salaries of mail line executives are limited by law. 
They cannot expand their routes and penetrate new terri- 
tory without much red tape. They are confronted with 
new problems whenever they improve their service. For 
example, when a line buys new, larger and faster ships it 
must seek more traffic to fill them. However safe their 
operations may be for months at a time, one serious accident 
creates a bad impression in the public mind and traffic falls 
off accordingly. While it is theoretically possible for a line 





Leading Aircraft Manufacturers 


Latest Price Range 





} Earnings 1936. Recent 

| Company Per Share* High Low Price 
United Aircraft... .. 0.24 3236 2054 25 

| Curtiss-Wright “‘A”’.. 0.71 21% 10% 19 

| Waco Aircraft... .. : d0.22 101% 5% 6 

| Consolidated Aircraft...... 0.38 2354 1434 19 
Lockheed Aircraft... .. : 0.08 10% 6% 9 
Douglas Aircraft.......... 0. 42(a) 8054 5054 77 
North American Aviation... 0.03 10% 65% 8 
Boeing Airplane..... vibe 0.18 31% 16% 30 | 

| Martin (Glenn L.)........ 1.04 (c) (c) 12 | 


*1st 6 months of 1936. (a) 6 mos. ended May 31. (c) ‘“‘Over- 
the-counter” market. d—Deficit. 














to fill all passenger space, at the same time carrying capacity 
mail and express loads, in actual practice the ships are rarely 
filled throughout the length of a company’s route. Sixty 
per cent of passenger capacity appears to be the average 
among all air lines combined. 


Building Up Passenger Traffic 


During the peak of traffic, when passengers might be 
numerous enough to fill all space the company lacks sufficient 
ships to take care of the rush. There are long stretches of 
route where a line needs twice the number of ships and more 
schedules, but that same line will have equally long stretches 
where it invariably operates at a loss. There are two so- 
lutions to the problem. One is to build up traffic to a 
point where a score or more of planes operate in place of 
the present one or two. Broadly speaking, that will reduce 
the unit overhead. The second solution is more feeder 
routes to pour traffic into the main systems. 

Meanwhile the air lines face increasingly stiff competi- 
tion from surface carriers, and in many instances, over some 
of the main arteries, competition from each other. Reduc- 
tion in railroad rates discouraged the lines from increasing 
fares, and even resulted in a lowering of schedules by 
Transcontinental and Western Air. Low bus fares form 
an obstacle in many sections of the country. When one line 
puts on new ships with real berths and charges no more 
than its competitor still using chairs that leads the latter to 
cut rates in an effort to keep patrons. 

On the other hand a change of policy on the part of the 
present Administration or a change of administration might 
alter the air transport picture overnight, because it is known 
that an air line can operate profitably, provided it has the 
right kind of a route and is able to develop its business 
without official interference. The air lines should make 
profits for their investors. 


Improved Service 


Passenger, express and mail traffic has been growing 
steadily this year. Nearly all the lines are improving their 
service month by month. They have never ceased to im- 
prove equipment and reliability of performance. They are 
rapidly eliminating many items of costly overhead. Their 
equipment lasts longer, and being faster, is capable of 
doing more work every 24 hours, so that it can bring in 
more revenue during its lifetime. Some air line securities 
should prove profitable investments over the long pull. 
Here again, it is a matter of company management, ex- 
perience, available routes for expansion and potential traffic 
in the future. 

Practically all who have been in aviation long enough to 
know its problems and how solution of certain prob!ems 
will influence the future prosperity of the industry believe 
that there can be no great stampede toward the use of air- 
craft, therefore no mushroom growth of companies or 
startling, sudden piling up of profits. They look forward 
to a gradual development in popularity arising out of gen- 
erally better economic conditions and the recognition of air 
travel as something to be desired because of its speed. They 
admit that the flying machine even today is a new and 
untried thing to nearly all the people. So they have aban- 
doned all ideas of waking up one day to find everybody 
trying to take to the air. But they know that nothing can 
stop its steady progress. 

In Washington during the next Congressional session 
there may be an attempt to legislate the industry into 
bankruptcy. For many reasons there are persons who have 
personal interests which do not coincide with the growth 

(Please turn to page 798) 
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Employment Nears the 1929 Mar 


Why Does the Relief Load Remain So Heavy? 


By Warren BEECHER 


Recentry the Secretary of Labor stated that there 
are now more than 46,000,000 persons gainfully occupied 
in this country. That is a statement of vital significance, 
with an important bearing on the Government’s fiscal pros- 
pect and hence of great interest to American business. In 
i nutshell, it means--if the Government's figures are cor- 
rect—that the American Federation of Labor and other 
agencies are cock-eyed in estimating unemployment at 
from 9,000,000 to 12,000,000 individuals. 

In 1929 there was an average of approximately 47,000,- 
000 persons gainfully occupied and “normal” unemploy- 
ment in that boom year was estimated at between 2,000,000 
and 3,000,000 persons. Since 1929 the net increase in 
number of employable persons has been about 2,000,000. 
Allowing for these, the number of unemployed employables 
appears to be less than 3,000,000 individuals. 

Of the total of some 46,000,000 now gainfully occupied, 
however, 3,000,000 are in emergency government work 
and hence may be said to lack private employment. Some 
of these will be retained permanently in our enlarged public 
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services, but without allowing for this the maximum number 
of employable persons now without private work is less 
than 6,000,000. 

It therefore follows that a full recovery in economic ac- 
tivity, led by the heavy industries which on the average are 
still 25 per cent under 1929 volume, could readily absorb 
all employable persons who are willing to work. In short, 
talk of “permanent unemployment” and “technological un- 
employment” is the bunk. 

Moreover, of the 6,000,000 or less employables now 
lacking private work, a considerable percentage are un- 
skilled “casuals” who were formerly accustomed to live on 
their relatives or work only when they felt like it under 
conditions of extraordinary demand. Getting such as these 
off relief is not the job of industry. Over the next year or 
two of recovery industry will readily absorb all competent 
and diligent industrial workers. 

How to deal with the chronic shirkers and with the large 
percentage of farm hands who are now on relief is the 
problem of our increasingly paternalistic government. 
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Expansion Phase? 
By Joun D. C. WeLpon 


&& 

F EAR today has many spokesmen; confidence has 
few.” These words were in an editorial in The Iron Age 
of January 5, 1933, discussing the prospect for the steel 
industry. 

“Further gains in output are likely to be limited by 
physical factors at the mills and not by the volume of 
business.” This is from The Iron Age of September 24, 
1936. 

Four years ago Public Enemy No. 1 was SURPLUS— 
surplus goods, surplus workers, surplus factories, surplus 
machinery. Today we are beginning to talk about SHORT- 
AGE—and with good reason, for as growing demand 
utilizes an increasing percentage of the country’s produc- 
tive capacity it suddenly dawns upon us that our total 
capacity is nowhere near as productive as we thought it 
was a few years ago. 

Many factories and machines long have been idle, an 
unused portion of our theoretical producing capacity. 
Time and idleness have aged them, but working much 
faster than mere time has been the obsolescence brought 
about by new technical developments. Hard times put 
an inevitable premium on efficiency and low cost. In the 
years during which our manufacturers were producing 
very little they learned how to produce more efficiently 
than ever before. As a result much of the equipment 
thought in 1929 to be the last word in efficiency is now 
competitively outmoded and capable of use only at bur- 
densome cost. 

As late even as 1935 this matter of industrial obso- 
lescence was largely in the realm of theory, a potential 
thing of no imminent significance. We knew that a 
substantial proportion of our producing capacity was 
behind the times, but it didn’t matter because we had 
enough efficient capacity to take care of all the demand 
for goods then available. We have now, however, reached 
a level of demand for goods at which the cumulative obso- 
lescence and deferred capital expansion of the depression 
years is coming home to roost in an immediately practical 
fashion. 

To illustrate the point let us cite the example of a 
hypothetical steel manufacturer, a company which has 
been in business many years. It has numerous mills, some 
old, some fairly modern, a few new. To say that today 
it has a total capacity of so many million tons of steel 
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a year is utterly meaningless. Some of that capacity is 
represented by efficient equipment capable of manufactur- 
ing steel at minimum cost. Some of it also is obsolete 
capacity that can be utilized only at high cost. It therefore 
follows that when this company—as in 1934, let us say— 
obtains only enough business to occupy 50 per cent of 
its producing equipment it will, of course, utilize its most 
eficient equipment and leave older equipment idle. But 
when volume is sufficient to engage 75 per cent of total 
capacity less efficient manufacturing equipment must come 
increasingly into use. 

It need hardly be said that from company to company 
there are endless variations as to the proportion of capac- 
ity which is modern and the proportion which either is 
obsolete or by way of rapidly becoming so. Nor is it 
possible to speak other than in broad generalities on this 
question as applied to the country’s total industrial 
capacity. 


The Prospect for Capital Goods 


Nevertheless there is abundant evidence to indicate 
that some important parts of our economy are nearing 
maximum utilization of efficient capacity. This is a vitally 
significant thing in its logical relationship to the next phase 
of industrial recovery, for however important the psycho- 
logical factor of “business confidence” may be, industry 
expands and modernizes its capital facilities only when 
current demand and the prospect of nearby demand dictate 
such a course. It is rising demand for goods and the 
narrowing gap between that demand and the limit of 
efficient capacity that has induced so many corporations 
to increase their capital expenditure budgets in recent 
months in the face of a political election which most 
business men regard as of “crucial importance.” 

From the present situation two reasonable forecasts 
may be deduced. First, the backbone of increasing indus- 
trial activity from this point on will be capital goods. 
Second, this type of activity should tend to reduce the 
ranks of the unemployed at a faster rate than has been 
the case previously, partly due to the fact that increasing 
utilization of less efficient equipment heretofore idle will 
require more labor, partly due to the fact that the rebuild- 
ing and modernization of much of our productive capacity 
will likewise make jobs. As a matter of fact—while it may 
have been retarded by the abnormal political uncertainties 
of recent years—this is a normal post-depression sequence. 
First, reviving demand for goods of all kinds. Second, 
when that demand begins to tax efficient capacity, reviving 
demand for the capital tools with which to produce goods. 
When producer goods are in strongly rising demand, there 
are good times ahead in this country. 

Glancing through the industrial trade journals today 
you will see surprisingly little talk of the coming election 
but many comments such as the following: 

“Owing to restricted supplies of pig iron, scrap and 
coke and the fact that many open-hearth furnaces are 
still in disrepair, there is a scarcity of raw steel that is 
retarding operations of finishing mills.” 

“Steel companies are straining to eliminate production 
bottlenecks.” 

“Makers of refractories are busy supplying fire brick 
for the rebuilding of open-hearth furnaces and new con- 
struction is being rushed.” 

““A new element in the shipping situation is a shortage 
of open-top freight cars which, though not yet acute, is 
causing some difficulties.” 

“Electric power output last week again made a new 
all time high.” 

“Utility men have been warned that if long deferred 
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demand for needed generating equipment is unloosed in 
a sudden rush after the election the electric equipment 
companies may not be able to make prompt delivery.” 

“Prospects for freight car makers increasingly bright. 
... Total of 22,354 new freight cars on order Sept. 1... . 
Kailroad rolling stock shortage seen.” 

“Machine tool orders remain at the highest level since 
1929.” 

“Well informed engineers and accountants credit the 
current upswing in demand for plant equipment to general 
business recovery and the development of new and better 
machinery, rather than to the influence of the Federal tax 
en undistributed earnings.” 

“Gain in industrial building forecast for balance of 
1936.” 

“Housing shortage forecast unless building pace quick- 
ens further.” 

According to the best available composite index, activity 
in capital goods at present is at approximately 87 per 
cent of the 1925-1927 level. A year ago the figure was 
57 per cent; at this time in 1933 it was 48 per cent; and 
for the same week in 1932 it was 32 per cent. Despite 
reactions in this advance, especially in 1933 and 1934, 
we have here a strongly defined trend of recovery over 
a four-year period. 

Never in the history of this country has post-depression 
recovery in capital goods been halted until all depression 
losses had been made up and new all time peaks in output 
of producer goods been established. 

In this there is nothing of accident or anomoly. Chart 
the long term rise in the American living standard, chart 
the long term line of real wages, chart the long term line 
of national income, and you will find a close relation to 
the trend of activity in capital goods. Taking into account 
such artificial stimulus as is present in abnormal Federal 
spending and taking into account some uncertainty as to 
when private credit expansion, either through new security 
issuance or otherwise, will begin to provide its normal 
support, nevertheless the logical presumption can only be 
that the present movement will not terminate short of a 
level somewhere above that of 1929. We are not here 
talking of interruptions or reactions, which conceivably 
could assume considerable proportions as dictated by such 
possibilities as periods of excessive forward stocking of 
goods, labor troubles in key industries, disturbing Federal 
legislation or European war. We are talking of the peak 
cf the present broad cycle. 


The 1929 Peak Will Be Passed 


If we think in terms of decades or generations, the 
potentialities of capital goods expansion in the United 
States are, of course, virtually infinite. We are concerned, 
however, with the present cycle. What are its probable 
rotentialities? Considering the duration and severity of the 
1930-33 depression and bearing in mind the existence of 
a credit base far larger than ever before, we risk the 
opinion that the present expanding cycle will last at least 
as long as that between 1920 and 1929, which would 
mean four more years. Since the credit potential is far 
more significant than the mere historical precedent of how 
long major expansion cycles endure, an estimate of four 
more years of progress without more than intermediate 
interruption is just as likely to err on the conservative side 
as on the optimistic view. 

Yet assuming even three years of additional expansion, 
a 1937 gain in capital goods activity equal to that certain 
for 1936 would carry output of producer goods virtually 
back to the 1929 peak. This would be a 25 per cent 
expansion from the present level. Viewing the present 
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Preatly improved position with regard for the huge accumu- 
lated aggregate of obsolescence in our industrial equip- 
ment, the expansion of the credit potential in recent years 
and the growth of the population since 1929, it requires 
very little stretching of the statistical imagination to fore- 
cast that within three years—barring some totally unfore- 
seeable national disaster—capital goods activity can readily 
reach a new all time peak in this country. 

For statistical purposes let us assume that 1925 repre- 
sented a “normal” year. In that year the output of ma- 
chinery in the United States amounted to $5,077,947,000 
or 8 per cent of the value of all manufactured products. 
In 1933 it was only $2,069,419,000. These are figures 
of the United States Bureau of the Census. While official 
figures for certain intervening years and for later years 
are lacking—this census being taken only at rather long 
intervals—employment and payroll indexes of the machin- 
ery industries afford a basis for rough estimate of the 
total volume by which machinery output in the years 
since 1929 has fallen under what it would have been at 
the “normal” rate of the year 1925. On this basis one 
can estimate a total accumulated demand of $13,000,000,- 
000 to $15,000,000,000. 

Such figures, however, make no allowance for population 
growth nor for the wholly unmeasurable influence of the 
improvements in machinery design developed so rapidly 
during the depression years. Hence it would not appear 
fantastic to accept the estimate of the Machinery and 
Allied Products Institute that the present potential demand 
for machinery is around $19,000,000,000. That may seem 
an astronomical total, but in fact it is but little more than 
the actual total machinery production of the three years 
1925-1927. 

Moreover, such estimates relate only to machinery, not 
to the industrial construction that inevitably accompanies 
a broad expansion of capital facilities. They are also apart 
from public utility and railroad construction needs. While 
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they include locomotives, they do not cover freight cars 
and a great variety of other heavy industry products 
normally required by the railroads. 

What is the potential market for industrial construc- 
tion? We do not know, but clearly it can only be figured 
in terms of billions of dollars when we compare 1922- 
1927 figures with those of the years since 1929. Some 
light on the prospect is given by the present capital 
expenditure plans of the steel industry in which the con- 
sensus is that spending for modernization and new installa- 
tions over the next few years will greatly exceed that in 
any previous period of the industry’s history. During 
recent years capital expenditures in steel have been con- 
centrated largely on finishing mill equipment, especially 
continuous strip and sheet mills. This phase now appears 
to be in its final stages and from here on attention will 
center on improvements in the entire producing set-up 
from blast furnace to finishing mill. 


Changes in Consumer Requirements 


There have been many changes in consumer require- 
ments since 1929, notably in steels of higher quality and 
in demand for fast delivery service. This, together with 
higher taxes and higher labor rates, has rendered much 
of present equipment obsolete and costly in operation. 
Many blast furnaces idle since 1929 will never be operated 
again. The same is true of many open-hearth furnaces. 
Even some of the more modern mill installations will 
require rearrangement for better balance between steel 
making and finishing departments. 

Typical of the situation in steel, it was recently noted 
that operations in the Pittsburgh district, recently at 70 
per cent of theoretical capacity, probably can not physi- 
cally exceed 85 per cent of capacity, due to the obso- 
lescence of the remaining 15 per cent of equipment; and 
that even an 85 per cent rate would push a substantial 
percentage of open-hearth furnaces close to the breaking 
point. 

In the field the public utility generating equipment, 
the primary fact is that consumption of electricity is now 
at a new all time high and is certain to rise further; 
while on the other hand capital expenditures by the utili- 
ties have been extremely low for several years. This 
potential market has been estimated by experts within the 
industry as around $5,000,000,000, though no such in- 
vestment is likely except over a period of years. 

The railroads likewise represent a key user of heavy 
goods and another instance of years of deferred capital 
expenditures which will assuredly be made up in coming 
years as traffic climbs back toward normal volume. 

In the field of consumers’ capital goods the potential 
and probable expansion in residential construction before 
the present building cycle terminates is certainly com- 
parable to the potential markets in industrial machinery 
and construction and in the utility and railroad markets. 
Taking the period 1921-1926 as a guide, allowing for 
population growth since the peak of the last residential 
building boom and for the extreme low level of such 
building in recent years, add to these factors the enormous 
credit reformation represented by the long term amortized 
mortgage—and you will probably be not far wrong in 
opining that the present strong recovery in residential 
building is nibbling away at a potential market of at 
least $15,000,000,000. 

We know this brief summary is exceedingly bullish on 
our long sick heavy industries, such as steel, machine 
tools, machinery and electrical equipment and the manu- 
facturers contributing to building construction. But, in the 
light of the present factual evidence, it could not be less so. 
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Union Pacific... 
Railroad 


and 


Investment Trust 


By Witiiam C. WALLACE 


Tie eye of the layman finds little to choose between one 
railroad and another. His pocket-book, however, says that 
there is a vast difference between a road which earned and 
paid $7 a share on its common stock in a year like 1932 
and the average run-of-the-mill. And this is a difference 
that counts. Union Pacific was enabled to pay $7 a share 
on its common at a time when most roads were failing to 
earn charges, when a number were seeking the protection 
of the courts and more would have followed the same 
course had not the Federal Government come to the rescue, 
primarily because possession of a share of Union Pacific 
means not only an interest in a grand railroad, conserva- 
tively capitalized, but an interest in an investment trust. 
This is a dual personality that goes back to the turn of 
the century when Union Pacific had been selected as the 
jumping-off place for the late E. H. Harriman’s railroad 
empire. At one time Union Pacific had control of South- 
ern Pacific, control of Chicago & Alton, and designs upon 
the Burlington and the Northern Pacific. The designs 
never bore fruit owing to the opposition of James J. Hill and 
the House of Morgan, but they were only abandoned after 
the fight for control had forced the stock of the Northern 
Pacific to $700 a share on the New York Stock Exchange, 
with sales on the outside reported as high as $1,000 a share. 
This was the famous Northern Pacific corner of 1901. 
While the Hill-Morgan obstruction was a blow to Harri- 
man’s dreams, worse followed in 1912 when the Supreme 
Court decided under the Anti-Trust Laws that Union 
Pacific would have to dispose of its holdings in Southern 
Pacific. Although frustrated in its dreams of railroad 
dominance, Union Pacific never lost its acquisitive instinct 
for the securities of other roads. Many of these securities 
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are in roads far removed from Union Pacific’s own terri- 
tory, but they are bought, sold and switched—in the old 
tradition, but without the potency nor implications of the 
glorious past. Let us, however, return to the investment 
trust aspects of Union Pacific after first having examined 
it as a railroad. 

Imagine a “Y™ laid sideways: the tail rests on Omaha 
and Kansas City, the uppermost prong on Seattle and Port- 
land and the lower prong on Los Angeles. This, roughly, 
is a picture of the 10,000-mile Union Pacific System. Leave 
on the “Overland Route” from Chicago and one would 
take the Chicago & North Western to Omaha, then for 
1,000 miles over Union Pacific’s double-tracked main line 
to Ogden, Utah, where connection would be made with 
the Southern Pacific to San Francisco. 

Over the road bed of the Union Pacific go the oranges 
and grapes of California, the fruits, cereals and lumber 
of the northwest, the minerals and metals of the Rockies, 
the sugar beets and potatoes of Idaho and the wheat of 
Kansas. Back to the sources of raw products go manu- 
factured goods, cement and structural materials of all kinds. 
Union Pacific’s average haul is the longest of any railroad 
in the country and its traffic the densest of any western 
road. 

Last year agricultural products, including animals, ac- 
counted for 35 per cent of the total tonnage carried. Wheat 
and sugar beets were the most important single items. The 
significance of agricultural products serves to explain why 
September, October and November are the road’s busiest 
and most profitable months. Accounting for 29 per cent 
of the total, products of mines were the next most im- 
portant source of freight. Here, bituminous coal, of which 
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Wyoming and Utah produce substantial quantities, was 
the largest sub-division. Logs, ties and other forest prod- 
ucts made up 10 per cent of last year’s freight, while the 
manufactures and miscellaneous group accounted for 25 
per cent. 

The case with all railroads, Union Pacific’s fortunes ebb 
and flow with the prosperity of the territory served. In 
this particular case the territory served is largely agricul- 
tural, from which it follows that crops and their prices 
are a prime consideration. Union Pacific will feel the 
effects of the drought on the corn crop in Nebraska and 
Kansas. On the other hand, more wheat will be carried 
this year than last and many of the beet sugar districts 
are reporting bumper crops of high quality. Looking at 
the situation as a whole, Union Pacific is hardly deserving 
of a place among the victims of the drought. 


Serving a Prosperous Territory 


Nor are the effects of higher agricultural prices to be 
ignored. It is, of course, better for everyone that there 
should be a normal crop at a reasonable price, rather than 
a short crop at a high price, but the latter has its compensa- 
tions. It means that even among farmers whose crops 
are subnormal there will be a tendency for purchasing 
power to be sustained, while those farmers whose crops 
are normal will come into possession of more than normal 
purchasing power. Thus, will Union Pacific be a bene- 
ficiary of a heavier movement of high-paying manufac- 
tures and miscellaneous freight. 

Before turning to the dollars and cents results of what 
has been achieved so far this year, mention must be made of 
Union Pacific’s almost sensational increase in passenger 
trafic. Unquestionably more people are travelling today 
than travelled a year ago—an effect of the general improve- 
ment in business—but the fact that Union Pacific has been 
enabled to obtain more than would seem to be its normal 
share of the increase can only be attributed to the road's 
own efforts. 

Union Pacific is among the pioneers of the light-weight, 
high-speed passenger train. Practically all its main line 
passenger cars are air-conditioned. It operates low-cost 
coach and tourist sleeping car trains, with separate cars 
for women and children, a registered nurse in attendance, 
and meals, the most expensive of which is a 35-cent dinner. 
Commenting upon the happy experience with reduced pas- 
senger fares, Carl R. Gray, Union Pacific’s president, 
with the report before him that passenger revenues in 
July were 48 per cent ahead of last year, said: “Re- 
sults of promotion work to stimulate low-fare travel 
have been better than even the most optimistic of us ex- 
pected.” 

Although Union Pacific’s gross revenues last year were 
some $18,000,000 greater than in 1934, net railway 
operating income was about the same as had been reported 
for the previous three years. That the company was 
unable to carry any worthwhile portion of the increase 
in gross to net was because of increased wages and other 
expense, the larger amounts spent on maintenance, while, 
of course, the heavier traffic itself was responsible for some 
increase in costs. 

For the first eight months of this year the Union Pacific 
System had gross revenues of nearly $94,000,000, com- 
pared with $80,500,000 for the first eight months of last 
year. Again, however, heavy maintenance expense for 
improving right-of-way, rebuilding freight cars, etc., tended 
to have a dampening effect upon net. This, for the first 
eight months amounted to $9,600,000, compared with 
$7,400,000 in the corresponding previous period. For a 
road with a funded debt close to $350,000,000 which costs 
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nearly $15,000,000 a year to carry, these figures do not 
appear particularly exciting. 

If they somehow fail to impress, there is, of course, a 
very good reason—they are only a small part of the story. 
Income from investments is not included. Let us take a 
look at these investments of Union Pacific. They fall into 
two classes, affiliated interests and other interests. Of the 
affliated interests, the most important holdings are in 
Pacific Fruit Express. Union Pacific owns half the out- 
standing stock of this company (Southern Pacific owning 
the other half) and nearly $9,000,000 of its equipment 
trust certificates. Last year, Union Pacific received nearly 
$6,000,000 in dividends on its Pacific Fruit Express stock 
and even though $900,000 of this represented a payment 
out of surplus built up from past profits, there is evidently 
a very substantial current earning power. Then from 
Union Pacific Coal, wholly owned affiliate, Union Pacific 
received $2,500,000 last year; Interstate Transit Lines paid 
nearly $600,000, while on the preferreds and common of 
the St. Joseph & Grand Island Railway Union Pacific re- 
ceived some $500,000. 

Of the holdings in non-affiliated companies, the most im- 
portant from an income-producing standpoint last year 
were various bonds of the Baltimore & Ohio, Chicago & 
North Western (now in process of reorganization), Illinois 
Central, New York Central, Pennsylvania and Southern 
Pacific. In addition, obligations of the United States Gov- 
ernment brought in a substantial sum. In all, Union 
Pacific received last year an income of $9,700,000 from its 





Courtesy of Union Pacific R. R. 


Union Pacific’s territory includes some of the most produc- 
tive from the standpoint of freight traffic as well as some 
of the most scenic in the United States 
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investment in stocks, by far the greater part of which was 
in affiliated companies, while from bonds it received some 
$4,600,000, most of which came from non-affiliated sources. 
Including rents, the grand total of income from investments 
amounted to $15,000,000. 

Outside income this year will be approximately the same 
as last. It may possibly be a little less owing to Pacific 
Fruit’s not continuing to pay a dividend partly from 
surplus. We know also that there will be a reduction in 
the receipts from the holdings in Chicago & North West- 
ern. On the other hand, these, and other deductions, will 
certainly be partially offset by increases elsewhere and may 
be wholly offset. On the whole, therefore, it is a reasonable 
supposition that income from investments will be the same 
this year as in 1935. As this was almost exactly the 
amount of Union Pacific’s fixed charges last year, let us 
make the assumption that income from investments and 
fixed charges cancel each other out. 

The situation begins to look better, for this leaves the 
first eight months’ net railway operating income of $9,600,- 
000 applicable solely to the preferred and common stock 
of Union Pacific. There are just short of 1,000,000 shares 
of 4 per cent preferred outstanding, so that preferred divi- 
dends applicable to eight months would be about $2,600,- 
000. This would leave $7,000,000 for the common, or just 
over $2 a share on each of the 2,222,925 shares of common 
outstanding. 

Owing to the seasonal nature of Union Pacific’s busi- 
ness, the fact that only $2 of a $6 dividend has been 
earned in the first eight months of the year need not cause 
alarm. Last year, eight months’ net operating income of 
$7,400,000 became $18,600,000 by the year end. Apply- 
ing the same percentage gain to the results registered so 
far this year and net operating income for 1936 would be 
about $23,000,000, or roughly $8.50 a share on the out- 
standing common stock after deduction of the dividend on 
the preferred. 

This about exhausts Union Pacific’s immediate possibili- 
ties. It leaves one with the impression that for about $140 
one can buy a share of stock in a large and rich railroad 
and that a $6 dividend is well covered by prospective earn- 
ings of $8.50 a share. This is all true as far as it goes, 
but the picture is still incomplete. In the discussion of 
Union Pacific’s investments, for example, mention was 
made only of those from which an income was being ob- 
tained. What of those from which no income is currently 
being obtained? 


Large Non-income Producing Investments 


The most important of Union Pacific’s non-income pro- 
ducing investments are in the common and preferred stocks 
of the Baltimore & Ohio, the common of Chicago @ 
North Western, the preferred of the Chicago, Milwaukee, 
St. Paul & Pacific, the common and preferred of Illinois 
Central, the preferred of the Wabash, and the common of 
New York Central. At today’s prices, the investment in 
Baltimore & Ohio is worth nearly $2,000,000, that in Illi- 
nois Central about $12,000,000 and the holdings of New 
York Central not far from $10,000,000. In all, Union 
Pacific’s non-income-producing commons and preferreds are 
quoted in the open market at about $24,000,000, or about 
$11 a share for each share of Union Pacific outstanding. 
Further business improvement throughout the country as a 
whole will naturally result in still further increase in traffic 
and this in turn must necessarily be reflected in a higher 
market price for railroad securities. Union Pacific will not 
only gain from any increase in traffic that it might experi- 
ence itself, but will benefit through its widespread holdings. 
Bonds now of second grade will become entitled to a higher 
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Among Union Pacific’s Principal 


Investments 
Affiliated Companies 
Amount Income Re- 
Owned ceived 1935 
Denver Union Terminal Ry bonds.. $4,000,000 $180,000 


Interstate Transit Lines com....... 186,965 shares 587,070 
Pacific Fruit Express com......... 120,000 shares 5,978,442 
Pacific Fruit Equip. Trusts......... $8,884,000 507,244 
St. Joseph & Grand Is. Ry. 1st pref.. 54,510 shares 272,545 
St. Joseph & Grand Is. Ry. 2nd pref.. 34,865 shares 139,456 


St. Joseph & Grand Is. Ry. com..... 45,875 shares 91,750 





Union Pacific Coal com...........- 50,000 shares 2,500,000 
Non-affiliated Companies 
Baltimore & Ohio com............- 35,941 shares 
Baltimore & Ohio pref............. 24,191 shares Sesame wh 
Baltimore & Ohio various bonds... . $7,625,000 372,630 
Chicago & Northwestern com....... 24,206 shares _......... . 
Chi. & Northwestern various bonds.. $6,957,000 172,617 
Chic., Mil., St. Paul & Pac. pref.... 18,450 shares ......... 
Chic., Mil.,St. Paul & Pac. var. bonds $5,417,800 4,443 
Tiingis Central Com. .... 0020552506 268,700 shares 
Hilinnis Corntral pref; ....060.0.5655 98,270 shares _........ 
Illinois Central various bonds. ..... $6,884,375 363,065 
New York Central com............ 200,000 shares__.......... 
New York Central various bonds... $5,400,000 279,000 
Pennsylvania com.............- ; 115,200 shares 57,600 
Pennsylvania various bonds... .. . . $20,092,000 956,796 
Southern Pacific various bonds... . .$15,475,000 646,032 
725,280 


United States Government bonds. . .$23,689,900 

















rating; securities on which no income is currently being re- 
ceived will commence to make distributions. Just as a refer- 
ence, it might be noted that Union Pacific’s “other income” 
in 1929 amounted to $21,600,000, about $6,600,000 more 
than today’s receipts, or roughly $3 a share on the out- 
standing common. 

Some recovery in the amount of “other income” is part 
of the favorable prospect to which Union Pacific’s stock- 
holders can look forward. There is also the prospect of 
common earnings being lifted by refunding operations. 
Only the other day the road sold $20,000,000 in debenture 
34s, the proceeds to be used in the retirement of $20,000,- 
000 bearing a 4 per cent coupon. In April a 3/2 per cent 
issue amounting to $27,000,000 was used to retire a similar 
amount of 44s. The two refundings, after allowing for 
premiums on the retired bonds and discounts on the new, 
mean a saving in the neighborhood of $300,000 annually to 
the road. 

Nor is this necessarily the limit to Union Pacific’s savings 
along these lines. It has other callable bonds outstanding 
and, although the callable premium in some cases is heavy, a 
continuance of the present extreme ease in money rates 
would enable further refundings to be made successfully. 
A point very much in the road's favor is that its credit 
standing is of the highest and investors never overlook such 
a fact as in this case that fixed charges were never earned 
less than twice in any depression year. 

With many companies, especially among the industrials, 
there is nothing to be gained by attempting to look too far 
ahead. Prices and competitive conditions change, contracts 
are lost or renewed, new products are brought out, all of 
which are apt to confound the long range forecaster. In the 

(Please turn to page 800) 
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Significant Foreign Events 


By Gerorce W. BERKALEW 


Foreign Representative of THE MAGAZINE OF WALL STREET 


France—Devaluation at Last 


Well, the untenable position of the “gold bloc” has 
been recognized at last by the principals concerned. The 
fight to maintain the old standard was a valiant one but 
the odds were overwhelming. The devaluation of the 
French franc, the Swiss franc and the Dutch guilder is 
an economic development of the greatest significance. Its 
long-term implications are highly favorable, not only to 
the countries most directly concerned but to the rest of 
the world. These implications will be found more fully 
discussed both editorially and in the stock market article 
of this issue. 


Great Britain in the Near East 


At the moment when France terminated her Syrian 
mandate by concluding a treaty of alliance, according 
Syrian independence, Great Britain by no means seemed 
inclined to follow suit. On the contrary, she has asserted 
her mandatory power over Palestine and adjacent territory 
by rushing a strong expeditionary force ostensibly to quell 
the Arab-Jewish uprising. But England has more irons 
in the fire than the suppression of localized, sporadic acts 
of revolt. 

In fact all European nations dealing with the Near 
East are forced to face today a new situation—the growth 
of the Pan-Arabic movement with its concept of “self- 





determination” for all tribes and peoples belonging to the 
Arabic race. The alleged sympathies of these states for 
European countries are at best problematic. Neither the 
British nor the French, nor the Italians can boast of having 
conquerred the Arab heart. The French are disliked for 
their lack of understanding, the Italians for their noisy 
aggressiveness, the British because they are feared. Of the 
three, the British have perhaps the greatest chance of a 
diplomatic success. The old maxim of “honesty is the best 
policy” has stood Britain in good stead in the East. Her 
prestige has been enhanced by an uncommon discernment 
that political duress or armed force is not sufficient to 
impress the Arabian World. Wisely England has again 
concentrated on economic relations, offering financial assist- 
ance and trade promotion—a policy which has been the 
corner stone of the colonial Empire. 

Today the pivotal issue of economic import in the Near 
East is oil. A few years ago British oil interests appeared 
firmly entrenched with the profitable fields in Iran and 
the Iraq Oil Company in Mesopotamia. Only recently 
the Persian Government startled British complaisancy by 
balking at complete control over the Nation’s resources, 
granted the Standard Oil Co. valuable concessions 
in the Province of Hasa. This penetration of foreign 
capital was more dangerous for England than any political 
tiff with the Persian Government. American money skill- 
fully employed might easily arouse anti-British sentiment 
throughout the entire oil area. Recognizing the futility of 
opposing the new independent movement in the Near 
East, British interests decided that a friendly 
Arabian Federation might indeed be useful, if, 
of course, its scope and influence could be sub- 
jected to close supervision and control. 

Another motive behind British conciliation 
is the fact that since Italy obtained a firm foot- 
ing in East Africa, and intruded in the Red 
Sea, Palestine and Persia are now regarded as 
essential links in Imperial communications. 
Hence England continues her commercial ex- 
pansion as political insurance—acquires Italian, 
French and German participation in the Mosul 
Oil Co., new concessions in Arabia (Yemen) 
and the Bakrein Islands, from Ibn Saud— 
prior rights to mineral oil exploitations in 
Hedshas and Nedsh. 

Economical collaboration with the Arabian 
world is but one of the serious problems facing 
England in the Near East. In order to build 
up colonial fences, steps have been taken to 
establish closer contact with Turkey. Since the 
conclusion of the Mosul Treaty in 1926, Anglo- 
Turkish relations have been formal, if not 
strained, and only since the beginning of the 
Italo-Abyssinian War was any attempt made 
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at a rapprochement. Last December, however, Great Bri- 
tain adroitly concluded the Eastern-Mediterranean Pact of 
Mutual Assistance, also backed up Turkish demands in 
the Montreux Straits Conference in July. With the 
same political foresight applied in Arabia, British economic 
interests in Turkey have been pushed quietly but per- 
sistently, ousting Levantine, Franco-Greek and _ Italian 
enterprises. Long term credits from the African Trading 
Co. in London were extended to its Stamboul branch 
for the development of the textile and lumber industries— 
investment in mining and electrical concerns. Vickers 
negotiates Government contracts for harbor and railway 
construction in the Black Sea coal regions. The abrupt 
liquidation of the prolonged Egyptian dispute, as a counter- 
move against Italy, is consistent with a foreign policy, 
subject to change without notice, but which invariably is 
directed towards the greater safety of the Empire. 


El Salvador—Small But Solvent 


El] Salvador has resumed payments on its foreign debt, 
following a revision signed on April 27, 1936, with 
regard to the 1922 Loan Contract. Still the smallest coun- 
try in Central America, it is far from being the most 
backward. For years El Salvador has been giving its larger 
neighbors an example in fecundity and industry. Today it 
is the most densely populated state among the Latin dicta- 
torships—the most intensively cultivated territory south of 
the Rio Grande. In spite of the mouths to feed, prosperity 
is returning; primarily because El Salvador has resisted 
the impulse to place all her eggs in one basket. 

The official Administration has succeeded, unlike many 
of the Central and South American countries, to build up 
multiple sources of national revenue. Being a rich little 
territory near a potential world artery—the Nicaraguan 
Canal—El Salvador has received perhaps more offers of 
linancial assistance than are good for a growing republic. 
Most of the wildcat schemes fostered on the country by 
unscrupulous promoters, have been quashed by Govern- 
ment intervention. Other development plans of a more 
practical nature have been successfully completed. 

For example the present outstanding debt, of which 
six million dollars is held in the United States, was con- 
tracted for necessary road building. Although mea-uring 
roughly 130 by 300 miles, El Salvador has not 
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escaped the problem of transportation. Its for 9 eRe 
RS 


eign loans have made possible well-graded and 
adequately maintained routes from the produc- 
tive agricultural centers and from the capital 
down to the two ports. There is an old railway 
which has been serving the San Salvador dis- 
trict since the 1880’s and another line built 
by International Railways after the War, later 
linked up with Guatemala section in the last 
year of the boom, 1929. 

What EI Salvador now needs, to make this 
network a real adjunct in her world trade, are 
better port facilities, better means of produc- 
tion, and the Nicaragua Canal. 

El Salvador’s best port, under present cir- 
cumstances, is La Union, which lies on the 
Gulf of Fonseca just across the water from 
the outlet of the proposed Nicaraguan route. 
There has been feverish speculation on the 
second canal for years, for El Salvador is the 
only Central American state with no Atlantic 
seaboard. Bringing New York and the Gulf 
ports closer to La Union would make the Sal- 
vador coffee taste that much better. It never 
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goes to market green. The large labor reserve permits 
Salvador planters to pick off the coffee fruits one by one, 
instead of in a wholesale harvest, and the mildness of the 
ripened berry maintains a fairly steady market which has 
helped Salvador meet the crisis. The 1935-1936 coffee 
crop has been sold in its entirety: 690,000 bags. 

A project is still dangling, temporarily abandoned in 
1929, to electrify El Salvador by harnessing Lake Ilopango. 
This ten million dollar scheme would realize the national 
dream of starting an industrial republic and would include 
harbor works at Puerto Libertad, where loads are now 
held up by lightering. 

Resumption of work on this project is delayed until 
El Salvador demonstrates her ability to maintain the new 
prosperity. With a world monopoly on Balsam, gold mines 
tevigorated by the crisis demand for bullion, with a budge- 
tary surplus and regular debt service continued, the country 
should offer sound opportunities for commercial and in- 
dustrial expansion. 


The Agrarian Balkan States Take to the Sea 


With European ship-yards slowly getting under way, 
and carefully threading a channel out of the doldrums, it 
is important to note where some of the new tonnage is 
going. Beside such monsters as the running mate to the 
Queen Mary, other keels are being laid down, modest at 
present, yet capable of carrying their full complement of 
dynamite in the competitive field. Shipping men of Ham- 
burg and Rotterdam and Antwerp regard the biggest ships 
as losing propositions on the hard bitten trade routes. 
They pin their faith on small liners and cargo-vessels, 
averaging from eight thousand to ten thousand tons. These 
ships can hope to fill their hatches. But when a line of 
them is acquired by some nation newly initiated to the 
sea, the resulting loss to already existing lines causes un- 
pleasant readjustments, and unpleasant readjustments are 
a danger for Governments and Shipping Companies alike. 

Such is the case of the essentially agricultural countries 
cf Bulgaria and Yugoslavia. Far from subsiding into rural 
tranquility, both states have been at each other’s throats 
tor years. Together or separately they have taken various 
excursions against outsiders. 

(Please turn to page 806) 





El Salvador produces coffee of high grade—pickers in action 
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Look to the Oils 


With Confidence... 


The Peak of Consumption Is Yet to Be Seen— 
Earnings Trend Is Gratifying 


By N. O. Fanninc 


Pp UBLIC opinion seems to be placing too much em- 
phasis on recently-increased crude oil production, and too 
little on the effect of increasing consumption on the inven- 
tory situation. In terms of days’ supply, the oil indus- 
try’s inventory of crude and refined petroleum has shrunk 
from 196 days’ supply at the close of July, 1935, to 171 
days’ supply at the end of July of the current year, and, 
to judge from partial reports, is even lower today. 
Domestic crude oil production, figures on which are 
watched so closely by oil company stockholders, represent 
only one of several important factors in the situation. The 
output statistics are published weekly in all the country’s 
leading newspapers. Consumption statistics are not so 
readily available and their importance is sometimes lost 
sight of. The fact is that if production had not increased 
substantially in recent months, the industry would now be 


facing a serious shortage. The industry does not desire 
such a situation. 

Contrary to general opinion, the industry has not yet 
passed the peak of heaviest consumption. It is true that 
September generally marks the peak of gasoline demand, 
but as for the aggregate consumption of all products, the 
peak consumption for 1935 was in October, with December 
the second heaviest month. This late peak is brought 
about by the growing consumption of furnace oil for 
domestic oil-burning, Diesel oil for power, and the various 
grades of fuel oil, the demand for which is heaviest in the 
fall and winter months. 

As an example of the heavy year-end demand for oil, 
we find that during 1935 withdrawals of oil from storage 
were heaviest in the last five months and actually amounted 
to 24,312,000 barrels. In the first seven months, stocks by 
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contrast increased 1,662,000 barrels. Domestic crude 
oil production at the same time was substantially 
higher in the last six months of 1935 than in the first six 
months. 

A similar trend is apparent this year. Up to June the 
industry added to storage, but drew substantially on inven- 
tories during both June and July, despite the increased 
crude oil production. 

Stocks of all oils in the United States have been follow- 
ing a downward trend almost steadily since 1929, during 
which period inventories have fallen from 700,000,000 bar- 
rels to a present level of 545,000,000 barrels. 

The net conclusion seems to be that the industry cannot 
continue to draw on stocks indefinitely, but must, in the 
not distant future, raise the allowable production in pres- 
ent producing fields, increase the imports of oil, or both, in 
order to keep pace with the growing demand for petroleum 
products. 


Important Field Developments 


A number of potential new oil producing areas have 
been uncovered in the United States during the past few 
years, but only one of these, the Rodessa field, assumed 
the proportions of a threat to the stability of the oil indus- 
try. This threat now appears to have passed, with both 
the Louisiana and Texas portions of the field operating 
under strict pro-ration. 

So far approximately 333 producing wells have been com- 
pleted in the Rodessa field, 279 on the Louisiana side and 
54 on the Texas side in Cass County. Currently these 
wells are yielding an aggregate of about 70,000 barrels of 
rude oil daily. 

Whereas the earlier producing wells on the Louisiana 
side of the field showed enormous initial potentials, the 
average potential of wells now being completed on the 
Texas side, in the newer extension of the field, runs about 
600 barrels per well. 

The famous East Texas oil field, currently producing 
approximately 440,000 barrels of crude oil daily, con- 
tinues an important factor. So-called “hot-oil” or “illegal” 
production in the field is believed to have declined to a 
nominal figure. This is reflected in the fact that the large 
number of oil refineries which were built adjacent to the 
field in the boom days of the area, which had at one time an 
aggregate daily capacity of some 200,000 barrels, are now 
running only about 25,000 barrels of crude oil per day. 
Two years ago these plants were the principal source of 
cheap gasoline. 

Aside from Rodessa, some of the outstanding new oil 
discoveries in the United States during 1935 and 1936, 
have been as follows: 

Cotton VALLEY, La.—Ohio Oil Co.’s No. 6 Hollaway, 
in the Cotton Valley district, Webster Parish, La., is be- 
lieved to have opened a new oil field of a geological type 
similar to Rodessa. Ohio Oil Co. appears by far the 
largest holder of oil leases in the area. Other important 
leaseholders include Louisiana Oil Refining Corp., Standard 
Oil Co. of Louisiana (S. O. of N. J.), Magnolia Petroleum 
Co. (Socony-Vacuum), Woodley Petroleum Co. and 
United Gas. 

SILSBEE, TExAS—Houston Oil Co. and Republic Produc- 
tion Co. (American Republics) appear to have opened 
a new oil field in the Silsbee area, Hardin County, Texas 
Gulf Coast, in their No. 1 Southwestern Settlement & 
Development Co. well. This well caught fire shortly after 
coming in with a heavy flow of oil and gas. It is under- 
stood Houston and Republic each has a 50 per cent interest 
in the acreage and that they control jointly approximately 
40,000 acres in the area. 
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G. A. Douglas from Gendreau, N. Y. 


Total oil stocks are less than 171 days supply with 
consumption at record height 


BENNETT, TExAs—-A new field appears to have been 
opened up in the northern part of the West Texas basin 
with the completion in 1935 of Davidson and others’ No. 1 
Bennett, in Yoakum County, Texas. Texas Pacific Coal 
& Oil Co., a larger holder of leases in the district, has re- 
cently started its first test about one-half mile from the 
Davidson well. 

STEVENS, CALIF.—In June, 1936, Shell Co. of Califor- 
nia (Shell Union Oil) made one of the major discoveries in 
California of recent years when it completed No. 1 K. C. L. 
in Kern County, in the center of a block of 4,200 acres 
of leases reported to be controlled by the Shell company. 
The near area is known as the Stevens field. 


Companies on Buying Side 


Although the major oil companies have never been 
known to become active on the selling side so far as oil 
producing properties, oil leases or oil concessions are con- 
cerned, it appears significant that during the past years 
they have been unusually active on the buying side. The 
purchase of large holdings in the Rodessa oil field by 
Magnolia (Socony-Vacuum), Standard of Louisiana (S. O. 
of N. J.), Gulf and Tide Water Associated, during the 
past year, and the acquisition in 1935 by Gulf of exten- 
sive concessions in Venezuela, are among the notable 
examples of the tendency on the part of large units to 
prepare for the future by adding to their potential oil 
reserves. There are many other examples, involving Creole 
Petroleum Corp. in Venezuela, Texas Corp. and Socony- 
Vacuum in Colombia, and Standard of California in 
Bahrein and Arabia in the Near East. 

It is a common expression that actions speak louder than 


(Please turn to page 799) 
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Profit Possibilities 
in 
Speculative Bonds 


A Variety of Choice Where Some Investment Quality 
Can Be Sacrificed for Price Enhancement Potentialities 


( oeeceanon bonds have recently attained their 
best market levels since 1930. Not only have new high 
Guotations been registered by prime corporate issues, but 
substantial advances have likewise been scored by medium- 
grade and speculative bonds. This condition in the case 
of the former group reflects continued investment demand, 
and with the increasing confidence inspired by evidence of 
greatly improved earnings this demand is spilling over into 
the lower rated brackets. Speculative demand has also 
heen active, particularly so in the case of second grade and 
defaulted railroad bonds. 

Railway income this year has undergone notable im- 
provement, with I. C. C. estimates indicating that net 
income of Class I carriers for the first eight months of this 
year will be around $10,000,000 after fixed charges as 
against a net loss of nearly $80,000,000 in the same months 
a year ago. In the circumstances the number of roads fully 
earning their fixed charges this year will be larger, resulting 
in a corresponding strengthening in the position of their 
outstanding bonds. Moreover, the prospects of formulat- 
ing acceptable reorganization plans for those carriers now 
in- receivership have been enhanced by the current gains 
in trafic and revenues. 


Cautious Discrimination Necessary 


Rising earnings in other industrial groups have so en- 
couraged public demand for medium-grade bonds, that many 
issues have risen in value to a point where the price differ- 
ential between bonds of this classification and high-grade 
bonds is barely perceptible and the resulting yield is hardly 
sufhcient compensation for the lower rating. 

From an investment standpoint, the danger in this situa- 
tion lies in the possibility that the individual may be lured 
by price comparisons into purchasing a lower grade issue 
than his requirements permit, while from a speculative 
standpoint there is the risk that the initial optimism, en- 
gendered by rising earnings generally, may be misdirected 
into situations of questionable promise. The implications 
are not that the market possibilities in medium grade and 
speculative bonds have been exhausted, or that a serious 
decline is imminent. The investor, however, is cautioned 
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By J. S. Witirams 


both against overloading his portfolio with second-grade 
issues and the indiscriminate purchase of such issues, 
whether a better-than-average yield is sought or the objec- 
tive is the purely speculative one of price appreciation. 

Of the various bond issues comprising the appended list, 
there are several which yield an exceptionally liberal re- 
turn, while all of them would appear to possess merit from 
the standpoint of possible price appreciation in the months 
ahead. In varying degrees all of them are speculative, 
hence the high yield on those issues which are paying their 
interest regularly. In the case of defaulted issues, current 
appraisal must be qualified to the extent of admitting the 
element of uncertainty contingent upon their future status 
in the ultimate reorganization of the property. Of the 
bonds in this category, those included in the list, however, 
would appear to be so situated in the corporate structure 
of the obligor company that their treatment in reorganiza- 
tion would at least justify present levels, with higher quo- 
tations a reasonable possibility. Several of the listed issues 
have been selected for more detailed discussion. 


Central New England 4's 1961 


The Central New England Ry. 4’s 1961 are an under- 
lying obligation of the New York, New Haven & Hart- 
ford R.R., which in 1935 was placed in bankruptcy by its 
inability to fully meet fixed charges and the refusal of the 
R.F.C. to make further advances. The substantial loss of 
trafic by the New Haven to motor trucks coupled with the 
fact that the New England territory which it serves has 
lagged behind in the general recovery movement are factors 
chiefly responsible for the road’s financial difficulties. Any 
subsequent reorganization of the road must of necessity be 
sufficiently realistic to face the fact that a sizable portion 
of its former passenger and freight trafic has been more 
or less permanently lost to buses and trucks. The bonds 
in question, however, would seem assured of preferred 
treatment in reorganization. Although outstanding at the 
relatively high rate of $97,000 per mile, the mileage upon 
which the bonds are a first mortgage is highly important 
and includes the Poughkeepsie Bridge. Bituminous and an- 
thracite coal accounted for more than 28 per cent of the 
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total freight traffic moved by the New Haven in 1935, the 
bulk of which was moved over the tracks of the Central 
New England. The value of the mileage on which the 
bonds have a lien is therefore obvious. Reorganization 
of the New Haven is apparently not imminent but for 
the patient investor the bonds in question hold out the 
promise of important price appreciation. 


Colorado Fuel & Iron, Inc., 5’s 1970 


The newly reorganized Colorado Fuel & Iron Co., begins 
its career under particularly auspicious conditions in the 
steel industry. The company is the third largest producer 
of rails in the country, and also manufactures wire products, 
bars and structural steel. A substantial upturn in the de- 
mand for rails has enabled the company to operate its rail 
mill at 75 per cent of capacity, according to recent reports, 
while wire business has been the best since 1931 and rolled 
steel output is above the peak for the past ten years. The 
company was released from receivership on July 1, last. 
Under the approved plan of reorganization, the former 
Colorado Industrial Co., was consolidated with Colorado 
Fuel & Iron, and holders of $27,600,000 Colorado Indus- 
trial 5’s were given $400 par value Colorado Fuel & Iron 
Income 5’s 1970 and 20 shares of common stock for each 
$1,000 bond. Colorado Fuel & Iron 5’s 1943 outstanding 
in the amount of $4,500,000 were undisturbed in reorgani- 
zation. Interest on the Income 5’s 1970, of which there 
will be $11,053,200 outstanding, up to March 31, 1938, 
will be paid only to the extent earned and at the discretion 
of Directors. Interest so earned during this period, how- 
ever, will be cumulative. After April 1, 1938, interest 
becomes fully cumulative at the rate of 5 per cent, and must 
be paid to the extent earned, unless such payment reduces 
net current assets below $5,000,000. In the first six months 
this year the old company reported a net profit of $891,- 
559 after all charges, aggregating $802,900. Fixed charges 


under the new capital setup during this period would have 
amounted to only $388,405, including interest on the new 
income 5’s. With the possibility that the company may show 
around $4 a share this year on the common stock now out- 
standing, payment of the full interest rate on the income 
bonds is a likely assumption. At 85, therefore, they offer 
a generous potential yield plus possibilities for gradual en- 
hancement in value. 


General Steel Castings 5/2’s 1949 


Selling about ten points under their 1936 high, General 
Steel Castings Ist Mtge., 5'//2’s 1949 offer an interesting 
semi-speculative opportunity. The company manufactures 
steel castings for railroad rolling stock, principally the steel 
underframes used in the construction of locomotive, freight 
and passenger cars. Control of General Steel Castings is 
shared by four of the foremost manufacturers of railroad 
equipment: American Locomotive, American Steel Found- 
ries, Pullman and Baldwin Locomotive. Reflecting the pro- 
longed dearth of new equipment orders, the company has 
not shown a profit since 1930, but adequate financial re- 
sources have seen the enterprise safely through one of the 
most trying periods ever experienced by the industry. At 
the end of 1935, current assets, including cash of more than 
$4,000,000 amounted to nearly $6,000,000, while current 
liabilities were only $752,400. Another loss was suffered 
in the first half of the current year, but results from now 
on should show substantial improvement. This year there 
has been a genuine revival in the railway equipment indus- 
try, by comparison with recent years, but the actual needs 
of the carriers have been only barely satisfied. The favor- 
able implications of rising railroad trafic and improved 
earnings, from the standpoint of the equipment industry, 
are important considerations, suggesting strongly that the 
trend of equipment orders should continue to rise. The 

(Please turn to page 798) 










































































Speculative Bonds for Price Appreciation 
Amt. Charges Times Price Range 
Outstanding arned ——1936-——. Recent Current COMMENTS 
__Issue ____ ($1,000,900) 1935 1936 High Low __ Price _Yield ————— 
American & Foreign Power ~ Controlled by Electric Bond & Share but not subject tv 
Deb. 5s, 2030 ‘ 50.0 1,2(b) 1.3(b) 8315 6614 15 6.6 Public Utility Act. Finances comfortable and grad'al 
i a improvement in earnings gives wider margin of cov- 
erage. Issue combines a liberal yield and profit pos- 
Se eee - sibilities. : 
Central New England Ist 4s, 1961 12.0 0.8(a) 0.5(a) 17% 43'. 58 * Assumed by New Haven, now in receivership. Bonds 
y - are secured by a first mortgage on valuable mileage 
and should have preferred treatment in any reorgani- 
aa iat zation plan. 
Colorado Fuel & Iron 7 ~ Bonds issued in recent reorganization. Charges re- 
Inc. Mtge. 5s, 1970... aos 2A See Text 8614 81 85 See duced and substantially improved outlook lend merit 
Se Text — to new bonds for income and profit. a 
General Steel Castings 1st 5'4s,1949.. 17.0 d1.3(a) d1.5(a) 98 75 90 6.1 Company’s strong financial position and more favor- 
able prospects strengthen position of bonds. Yield 
estates and profit possibilities both attractive. : 
International Tel. & Tel. Deb. 5s,1955.. 50.0 1.4(a) 1.7(a) 95 7114 80 6.2 Issue depressed by Spanish political situation, but 
: interest charges not endangered. Bonds offer an 
oe ee : interesting speculative opportunity. 
Lehigh Valley Coal 1st & Ref. 5s, 1974. 3.0 1.4(b) 1.6(b) 71 5314 70 7. Current earnings up and prospects favored by approach 
of seasonal demand. Finances fair and bonds par- 
eee ee re oe ticularly attractive for income. 
New Orleans, Texas & Mexico Current income available for bond interest substan- 
Ast 514s, 1954. . sisia sess ; 15.8 0.3(a) 0.5(a) 50'. 32%, 50 * tially higher. Road likely to benefit by recent favor- 
able rate decision and greater movement of citrus fruit. | 
ee ee Bonds are an interesting speculation. | 
Postal Tel. & Cable Coll. 5s, 1953. 44.6 0.5 NF 415 27'4 39 * Issue quite speculative but should fare better in any 
reorganization plan than indicated by present levels. 
| Se eee ee ee : Current revenues higher. | 
Radio-Keith-Orpheum Deb. 6s, 1941.. 11.6 NF NF 88 63 88 * Improved prospects and larger earnings may hasten | 
plan of reorganization. New interests in company | 
should prove helpful. Bonds offer speculative in- } 
_ ; as ducements. 
St. Louis Southwestern 1st Term. & Final results this year should compare very favorably 
Unif. 5s, 1952... settee ees - 81 08a) 0.8 63'5 3914 61 * with 1935. Charges may be earned in full and re- | 
organization hastened. Fairly important mortgage 
ee position lends sneculative merit. 
(a) 6 mos. to June 39. (b) 12 mos. to June 3). d—Deficit. NF—Not available. *—In Default. 
| 
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nderstanding Today’s Market 


I NTEREST in charting the price and volume movements 


Fluctuations 


The Use of Charts in Interpreting and Forecast- 
ing the Price Movement of Market Leaders 


By Freperick K. Dopce 


The main trouble in connection with charts is the 
absence of logic in their use—failure to apply correct 


ef stocks has grown tremendously over the past few years. 
Graphs are in constant use everywhere; but, unfortunately, 
many employ them with the idea that they are infallible 
forecasters of future action in particular stocks, and in 
the market as a whole. The mechanical trader has seized 
upon the chart as a single tool for indicating double 
bottoms, double tops, head-and-shoulder formations, tri- 
angular formations, trends and whatnot, which he thinks 
tell him when and how to make certain automatic trades 
that are sure to be profitable. Sooner or later, of course, 
those who place all their faith in what a chart “says” 
eventually find that their capital has dwindled to the disap- 
pearing point, and are no longer able to carry on opera- 
tions. They realize, too late, that there is no mechanical 
system that easily enables one to “beat the market.” 


and accurate thinking. This is but natural with all of us 
humans. Our minds turn to almost any expedient to avoid 
the real labor of thinking. The chart looks so easy. Here 
we see exactly what a stock did in the past under a given 
set of conditions. And now that the same factors again 
appear to be applicable, why should not the market per 
formance be repeated in precisely the same manner? Or, 
we see that a certain issue is in process of forming a 
triangle after a long decline in price. This means to the 
purely mechanical trader that a strong technical base is 
being built up, and that he should automatically go long 
of the stock. But these so-called indications of forthcoming 
market action do not always work out. Human nature 
is not constant. Similar influences now may not have 
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Keeping Up With the Active Stocks 

} 

: : . ; ‘ 

eu Divi- Recent Approx. Ptah seca _— nr wie mescettlllence eo 

ing dend Price teld 1934 1935 1935 1936 High Low High Low 

General Motors... ... 42,831,000 2.75* 71 3.9 1.99 3.69 1.85je6 3.17je6 5936 2654 725% 5374 

Chrysler Corp.............. 4,814,891 6.50(1) 1267, 65.1 2.19 8.07 4.31je6 6. 83je6 9374 3 12674 8514 

Paramount Pictures......... 1,610,452 .... 13 nan 0.79 0.83je6 d0. 43je6 12 8 1354 7% 

be i. 4,992,597 .... 48 d1.54 0.02 d0.83je6 0.07je6 2934 1214 48 2734 

CR: a re 8,703,252 .... 75 d5.39 d2.77 d1.79je6 0.42je6 5054 270 75 4656 
| Atlantic Coast Line R.R..... 813,427 .... 48 d0.61 d3.08 dO. 55je6 0. 36je6 3744 1914 AAG 215% 
Packard Motor............. 15,000,000 0.25(1) 1214 d0.49 0.22 0.02je6 0. 23je6 734 3146 18% 6% 
Douglas Aircraft........... 467,403 0.75(1) 81 0.08nv12 2.70nv12 2.00my6 0.42my6 585% 17\5 81 5054 
| Radio Corp...... . 13,897,209 .... 1134 d0.10 d0.04 0. 05je6 0.01je6 1334 4 1414 934 
Republic Steel. . . 4,046,767 .... 25 d3.43 0.49 0.47je6 0. 44je6 2034 9 263, 167% 
Budd Mfg...... -os SORS80 .... 1254 . 1.82 0.33 0.07je6 1.05je6 934 34 (15% 9% 

International Nickel. . . 14,584,025 1.40 6234 2.2 1.14 1.66 0. 64je6 1.13je6 4714 2214 6234 4314 | 
d—Deficit. *Plus extra. (1) Paid this year. je6—6 months ended June 30. nvi2—12 months ended Nov. 30. my6—6 months ended May 31. 

















the same effect upon the mass mind that they had in the 
past. As a matter of fact, there is only one thing abso- 
lutely sure in life, and that is that conditions will change, 
and with them will come new human opinions to be 
reflected in the movements of stock prices. 

Stock charts are, nevertheless, an extremely important 
aid to speculation. If used properly by an experienced 
and intelligent trader they are of very real value as one 
of the guides indicating the state of market sentiment. 
After an observer has had many years of experience with 
charts, has studied the price and volume movements of 
many stocks over a long period, with many changes 
in the number and kind of factors that impinged upon 
their markets, he is bound to have a distinct advantage 
over one without such a background. He should have 
acquired a “feel” of the market which can be gotten in 
no other way. He should be able to gauge intelligently 
the condition of supply and demand. His experience in 
living with the market movements in numerous securities 
always carried in his mind through visualization of his 
charts, should give him a keen insight in judging the 
“market mind,” and enable him to better determine 
whether the balance of opinion is on the buying or the 
selling side, in particular issues as well as in the market 
as a whole. His running graphic record of current market 
movements keeps him posted at all times as to which issues 
are becoming more active and the extent of price move- 
ment being generated. He then turns to a study of all 
factors that are calculated to affect their markets in any 
way whatsoever. Such a speculator is using charts as an 
aid to speculation only. He realizes that speculation is an 
art, he is paying concentrated attention to the interpreta- 
tion of human nature as it is affected by economic and 
other factors and as reflected in the price movements on 
his numerous charts of stocks representing leading com- 
panies in the important industries. 


The Market Leaders 


With this brief comment on the proper use of charts 
let us turn to an examination of the market action of some 
of the active stocks. Chrysler Corp., for example, is an 
issue that has recently stepped to the front as one of the 
most popular in the whole list. Here, the use of a chart 
as an aid in timing commitments was of great advantage. 
Progressive changes in the state of supply and demand 
in this stock have been clearly indicated. After a steady 
and substantial rise from its May lows, Chrysler followed 
with a normal technical correction approximating one-half 
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its gain, ending this decline with a climactic break on 
high volume to 109 in mid-August. This low point was 
tested on several occasions over the following four weeks, 
during which time the turnover gradually dwindled. There 
were many reasons to believe that a strong technical base 
was being built up in this interval; and now the stock is 
moving upward as we swing into the active season of 
production of new 1937 models. Despite the high price 
level per share, Chrysler is attractive to numerous traders 
and longer term speculators because of the demonstrated 
earning power of the company, its aggressive management, 
and the generally favorable outlook for further growth 
of purchasing power in the hands of the public. 


What's Back of Paramount Strength? 


Paramount Pictures, U. S. Steel, New York Central, and 
Packard Motor have continued among the most active 
stocks in the market. These issues merely hesitated or 
declined slightly during the recent interval of cautious 
markets, and the changes in the state of supply and de- 
mand as “felt” through close observation of their market 
fluctuations along with a searching study of all the news 
and other developments applying have certainly aided the 
process of intelligent speculation in them. Paramount 
Pictures, though discussed briefly in our last issue, still 
deserves a word of comment because of its quite spectacu- 
lar market action. There are several reasons for this 
brilliant performance, entirely outside the technical indi- 
cations of abrupt change in the status of supply and 
demand in the stock marketwise. First, the capitalization 
of the company is top-heavy, which provides a high lever- 
age factor for the common stock. Adding still further to 
this leverage factor is the nature of the company's busi- 
ness itself. The organization owns a chain of approxi- 
mately a thousand theaters and here is where the big 
improvement in industry volumes has been taking place. 
Once the pay point has been reached in this field, improve- 
ment in gross from either higher box office prices or 
increasing attendance is largely a gain for net income, 
because little additional expense is involved in handling 
greater audiences. If, therefore, the present trend sO 
favorable to this company continues, earnings applicable 
to the junior stock may mount in spectacular fashion, 
which helps to explain the tremendous percentage appre- 
ciation (over 80%) in the stock over the past several 
weeks. 

One of the most interesting and valuable examples of 

(Please turn to page 795) 
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This is the Season for Liquors 


Leading Companies to Profit from Rising Consumption 
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By Stantey DeEvLin 


Te seasonal upturn in the consumption of whisky and 
other spiritous liquors is close at hand. One is reminded 
of this event by the approach of cooler weather and the 
holiday season in the offing. In the stock market the signal 
has been flashed by a strong undertone in representative 
liquor issues, which for some weeks previous had been 
characterized by dullness and indifferent action market- 
wise. The seasonal factor alone has not been responsible 
for the more favorable attitude toward this group, but has 
been coupled with several developments which promise to 
be reflected favorably in the near-term earnings, at least, 
of leading distillers. 

First, of course, is the fact that nearly three years have 
elapsed since Repeal. The experience gained by the indus- 
try during this time has enabled it to overcome many of 
its earlier difficulties and out of the initial confusion has 
emerged more than a semblance of orderliness in all major 
divisions. Industrial leadership appears to have been 
definitely established; “shoestring” elements are being 
rapidly eliminated; the quality of products has been im- 
proved; consumption is gaining; and the threat of price 
wars appears to be less menacing than it was last summer. 
All of which is indisputable evidence of progress in a 
young but important industry to be entered on the credit 
side of its ledger. 


The Problem of Heavy Stocks 


Every industry, however, has a debit side on its ledger 
and in the liquor industry there are still several sizable 
items. Rapidly mounting stocks of aging whisky in the 
hands of distillers have unquestionably been the cause of 
much of the concern over the prospects for leading liquor 
companies. With all distilleries anxious to accumulate an 
inventory of aged whisky both for bonded and blended 
brands, production for some months has been maintained 
at capacity levels, averaging about 240,000,000 gallons 
annually and more than three times the present rate of 
consumption. This state of affairs, if permitted to con’ 
tinue, would inevitably exert considerable pressure upon 
the price structure. The industry, however, is not deliber’ 
ately undermining its strength and the threat of over-pro- 
duction is one, fortunately, which would lend itself to 
speedy dissipation. The great bulk of recent production 
has been stored in warehouses for aging, with a definite 
objective in view. While the current demand for bonded 
whisky is less than 5 per cent of the total, it is expected 
to increase rapidly once sufficient supplies are available. The 
additional manufacturing cost of aging whisky is compara’ 
tively small and three-year-old and bonded whisky should 
ultimately be available to the consumer at a price only 
slightly higher than that for the popular brands of 18 
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months and 2-year-old whisky which now account for the 
major proportion of consumption. Meanwhile, with popu- 
lar brands being produced with older whisky, prices are 
holding firm. 

Moreover, these large supplies of aging whisky are sub- 
stantially concentrated in the hands of the leading units in 
the industry and which are, for the most part, well able 
to finance them. These distillers are in a position to cease 
production at any time. As, indeed, several of them did 
during the summer months, without appreciably affecting 
their production costs, and in this way restricting output 
to economic limits. The fact that current stocks are con- 
siderably greater than the average for the years prior to 
Prohibition has been one of the principal causes for appre- 
hension on the part of the investing public, but as has been 
recently pointed out, the figures for pre-Prohibition years 
did not include the inventories of barrelled whisky which 
were being carried by individual bars and restaurants, 
which in the aggregate accounted for very sizable quantity. 
Today this practice does not exist, as all whisky must be 
purchased in bottles, except in the case of rectifiers. 


Bootleggers and Taxes 


The industry is doubtless still plagued by bootleggers and 
would welcome lower taxes. Bootlegging, however, ap- 
pears to be on the wane, but relief from high Federal and 
State taxes is at best a remote possibility. Imports, largely 
as a result of lower duties, nearly doubled in the first 
seven months this year, but as yet have not seriously chal- 
lenged the supremacy of the domestic product. In fact, in 
July consumption of imported spirits was lower than in 
June, while consumption of domestic spirits increased about 
600,000 gallons. For the first six months consumption 
of domestic products was nearly 25 per cent ahead of last 
rear. 

All in all, therefore, it would appear that the constructive 
aspects of the liquor situation at this time outweigh the 
uncertainties and with the prospect that holiday business 
may attain record-breaking proportions, it is timely to 
examine the status of several of the more important distillers. 


Schenley Bids for Leadership 


Last year Schenley Distillers Corp. made a strong bid 
for leadership in the domestic liquor industry. Just how 
strong that bid was may be seen from the fact that sales 
volume doubled, while dollar volume increased 55 per 
cent to more than $63,000,000. National Distillers, on 
the other hand, showed a gain of 43 per cent in the num- 
ber of cases sold and dollar volume of $52,600,000 was 
only 5 per cent above 1934. National Distillers, however, 
with a total production of 26,000,000 gallons of whisky 
last year, was “tops,” accounting for 14 per cent of the 
total. Schenley was probably a good second. 

Thus, in the face of established competition, Schenley 
has in a comparatively short time established itself as one 
of the dominant factors in the industry. For this achieve: 
ment, considerable credit is reflected upon the shrewdness 
and aggressiveness of the company’s management. Sub- 
stantially-increased sales of the company’s low-priced brands 
Old Quaker and Wilken Family, accounted principally 
for the gains last year and with such other brands, 
Golden Wedding and Cream of Kentucky, contributed a 
total of 80 per cent of gross. Sales of various imported 
wines and liquors last year ran into $4,000,000. The 
agencies for imported products which have been gathered 
into the Schenley fold are considered by many in the 
industry to be the best available. In addition to a number 
of vintage wines and champagnes, the company has the 
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agency for Noilly Pratt Vermouth, Dubonnet, Octard 
cognac, and one of the largest selling importations, Bacardi 
rum. According to reports, the company’s line of importa- 
tions has been thoroughly rounded out by the recent addi- 
tion of Dewar’s Scotch whisky, one of the most popular 
brands, of which the company may sell 150,000 cases a 
ear. 

. Late last year Schenley sold 150,000 shares of 5Y2 per 
cent preferred stock and with the proceeds paid off bank 
loans of $10,000,000 and invested some $4,000,000 in 
increasing its distillery and warehouse facilities. During 
1935, current assets practically doubled to $40,654,226; 
cash increased about $5,000,000; and current liabilities 
were practically unchanged at $6,733,984. Net profit last 
year of $8,035,268 was equal to $7.65 a share on the 
1,050,000 shares of common stock, comparing with $6.63 
in 1934. Earnings in the first six months of this year were 
practically on a par with those a year ago, but current 
preferred dividend requirements reduced per-share results 
for the common to $2.52 a share as against $2.88 in the 
first half of 1935. Substantial earnings coupled with 
increased working capital permitted the inauguration of 
dividends on the common and two quarterly payments of 
75 cents each have been made this year. Favored by a 
promising outlook, earnings for the full year may exceed 
$7 a share, of which at least $1.50 will probably be shown in 
the third quarter and $3 a share in the final three months. 
Although working capital requirements for the purpose of 
carrying aging liquor stocks must be considered, the com- 
pany will be compelled to disburse a generous extra divi- 
dend before the year-end, or be subject to a heavy surplus 
profits tax. Quoted at 50, the shares are reasonably valued 
and may well prove a profitable acquisition from the stand- 
point of both income and price appreciation. 


National Distillers Strong in Bonded Whisky 


Although National Distillers dropped to second place 
last year, the company continues to be a formidable factor 
in the domestic liquor industry and is in a strong position 
to regain its leadership when bonded whiskies become 
available in large quantities. The company is credited with 
having the largest stocks of aging whisky in the United 
States and at the end of last year, with 43,000,000 gallons 
of whisky in bond, National Distillers’ supplies were equiva- 
lent to 20 per cent of the total. Despite a 43 per cent in- 
crease in case volume last year, lower prices restricted 
the increase in net sales to some $2,500,000, or about 5 
per cent. Nearly 95 per cent of the total volume last 
year was made up of the low-priced brands of young 
whiskies. Last year the company marketed $15,000,000 
44 per cent debentures and working capital position was 
materially improved. Bank loans were eliminated and cur- 
rent assets at the end of the year totaled $5,898,429, includ- 
ing cash of nearly $5,000,000, while current liabilities were 

(Please turn to page 800) 














Leading Liquor Stocks 


Latest Price Range 
Earnings per Share ——1936——. Recent Divi- 
1935 1936 High Low Price dend 


Schenley Distillers. 2.88(a) 2.52(a) 52 3734 61 3.00 
National Distillers. 1.41(a) 1.35(a) 33%, 255% 31 2.00 
Hiram Walker.... 3.87(b) 5.02(b) 4134 26% 41 2.00 
Dis. Corp.-S’grams. 5.05(c) 2.41(c) 345g 1814 24 None 
(b) 9 mos. to May 31. 


(a) 6 mos. to June 30. (c) Fiscal year 


ended July 31. 




















7 








AMERICAN METAL CO., LTD. 





A World-Wide Stake in Metals 


Improving Demand and Higher Prices Should 
Benefit Company 


By Grorce W. Martuis 


Waar a remarkable period of recovery the past three 
or four years have been for metals of all kinds, both base 
and precious. Copper, selling close to five cents a pound in 
1932 has almost doubled in price, while demand has so in- 
creased that stocks which once seemed almost insurmount- 
able have dwindled to a bare three-months’ consumption. 
About the same may be said of lead and zinc. As for gold, 
the devaluation of the curren- 


Finally, there are those interests in which the status of 
American Metal Co., Ltd., is that of investor. 

In the first of these divisions there is the large refinery 
and smelter on a hundred-an-fifty acres of land in 
Carteret, N. J. Its annual capacity is about thirty 
million ounces of silver, half-a-million ounces of gold and 
a quarter million pounds of electrolytic copper. In addi- 

tion there is a large lead plant 





and a department for white 





cies of the world has resulted 
in a veritable boom 1n the pro- 
duction of this metal. It looked 
at one time as if silver might 
be a minor exception; but no, 
along came the Government of 
the United States to put it upon 


Business—Mining, 


its erstwhile pedestal, though aac? 
the Orient be reduced to bank- ocd 
ruptcy in the process. Not to ae 


forget the ferrous metals, it is 
no news that the recovery tide 
also flows strongly for them: 
here, however, we are concerned 
with non-ferrous metals and a 
particular producer and handler 
thereof. 


Sulphuric acid 


Other investments in: 


Earnings on the common 


There are a number of Posed 
American companies whose sega 
business is international in ist half 1936 

24 cents 


scope, but it is doubtful whether 


Highlights of the American of 
Metal Co., Ltd. 


Smelting and Refining 


Climax Molybdenum..... 
Cerro de Pasco... 
Roan Antelope.... 


ery 2,200,000 shrs. approx 


metal with an important output 
solder. Near Pittsburgh 
there is a zinc smelter owned by 
a subsidiary, American Zinc & 
Chemical Co. and this in turn 
has other subsidiaries, one of 


mn which owns extensive coal 
et lands. Another, and somewhat 
Silver » ae 

oar larger zinc subsidiary, operates 
oe tas at Blackwell, Okla. A wholly- 
olaGer 


owned natural gas pipe line 
company serves the Blackwell 
plant. 

Aside from a silver property 
in Texas which was shut down 
when the price of the metal be- 

1934 came unprofitable, but which 

ied has since been reopened, to- 
ist half 1935 gether with various selling and 

cea trading subsidiaries, American 


230, 490 shares 
13,000 shares 


one can find an American min- 
ing organization whose interests 
are as widely scattered as those 





Present price of common: $39 a share 
Present price of preferred: $130 a share 


Accumulated dividends of $14 a share on the preferred being 
liquidated in cash at the annual rate of $10 a share. 


Metal’s principal domestic ac- 
tivities are about exhausted. 
The parent company, however, 





of the American Metal Co., 
Ltd. It affords a stake in min- 
ing and refinery operations in 


Funded Debt: Negligible 
Bank Loans: Nil. 


has a number of important sub- 
sidiaries operating in Mexico. 
These in turn have their own 
satellites, in addition to which 

















the United States, Central 
America and South America; it 
is in Cuba and South Africa. Few, indeed, are the com- 
mon non-ferrous metals with which it is not concerned. 
The company’s business will be seen best, if considered 
in three divisions. There are first of all the operations of 
the parent company and those companies in which it owns 
more than eighty per cent of the voting control. Then 
there are those companies in which more than fifty per cent 
but less than eighty per cent of the voting control is owned. 
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they have many investments 
and lease much property. For the most part, operations 
are of the lead-zinc-silver variety. 

Whenever a company has an important stake in Mexico 
it is as well to remember that foreign capital in this country 
has had, and still has, its troubles. The American Metal 
Co. constitutes no exception. The series of strikes and 
other labor disturbances which have lately played so promi- 
nent a part in the Mexican scene have their tap-root in the 
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past exploitation of the laboring classes—not, of course, ex- 
ploitation on the part of any particular American company, 
or even of American capital exclusively, but rather was 
Mexican labor exploited by everyone, foreigner and na- 
tional, with which it had contact. Landless and down- 
trodden for ages we find the Mexican reacting not unlike 
the Russian peasant under similar conditions. The present 
Government in Mexico is very definitely pro-labor, socialis- 
tic if you like, although some would say that it came pretty 
close to being communistic. Alone among countries, it was 
Mexico that shipped openly arms and munitions to main- 
tain the power of the Spanish Government. 

This is the background against which all business opera- 
tions in Mexico must be viewed. However, lest the in- 
vestor in the American Metal Co. become unduly alarmed, 
let it be said that, while conditions in Mexico are far from 
being all that might be desired, there are signs of a more 
reasonable attitude. At least there seems to be no strongly 
growing disposition towards confiscation. The matertaliza- 
tion of the expected rising demand and better prices for 
Mexico’s non-ferrous metals might well do much to allay 
trouble with labor because it would put the companies in 
a better position to meet the less far-fetched demands. 


Other Interests 


Let us turn now to those companies in which American 
Metal owns more than fifty per cent, but less than eighty 
per cent of the voting control. There are additional Mexi- 
can properties, mines and refineries, in this position. 
Among these, the Compania Minera “La Parrena,” S. A., 
a miner of lead-silver ores, reduced its accumulated deficit 
from operations by some $72,000 last year. The smelting 
and refining operations of the Compania Metalurgica Pen- 
oles, S. A. at Torreon and Monterrey, Mexico, resulted 
in a net profit of some $577,000. The sixty-per cent-owned 
Cuban subsidiary which is a producer of copper was un- 
profitable last year. The American Metal Co. of New 
Mexico, a zinc-lead proposition having some copper, silver 
and gold, all of whose first mortgage bonds together with 
fifty-one per cent of the common stock are 


the rest of Mufulira is owned by Rhokana Corp., Ltd., 
while American Metal, owing nearly a 22 per cent interest 
in the South African Copper Co., shares the ownership of 
the latter with Newmont Mining and Rhodesian-Anglo 
American Co. American Metal holds a number of con- 
tracts under which it will refine blister copper electrolytic 
ally, when called upon to do so. 


Dividend-Paying Investments 


Nor does this complete the widespread interests of the 
American Metal Co. It owns some 230,000 shares, or 9 
per cent of the total outstanding, of Climax Molybdenum, 
a company responsible for about three-quarters of the 
world’s output of that important alloy metal from which it 
takes its name. The stock of this company is selling cur- 
rently around forty dollars a share and is paying dividends 
at the annual rate of eighty cents a share. Then there are 
the 13,000 shares of Cerro de Pasco: these are worth about 
fifty-three dollars a share and the annual dividend is four 
dollars a share. Finally, towards the end of last year the 
American Metal Co. acquired a substantial interest in the 
Consolidated Coppermines Corp., a company owning min- 
ing properties in which substantial tonnages of copper ore 
have been developed. 

When a business is as widely scattered and covers as 
many different products and activities as is the case with 
the American Metal Co., Ltd., it is not easy to draw it to- 
gether and say simply that this and that are favorable fac- 
tors in the outlook which this and the other thing are 
sources of possible trouble. Complicated and far-reaching 
as the business is, however, we do know that on the whole 
substantial progress has been made over the past few years. 
This can be seen from the steady increase in production of 
the company’s smelters and refineries. Copper output, in- 
cluding custom smelter operations, was up from eighty- -four 
thousand tons in 1933 to a hundred-and-twenty-nine thous- 
and tons last year, lead from twenty-nine thousand tons to 
sixty-six thousand tons. Last year, gold output at five- 

(Please turn to page 801) 








owned by the American Metal Co., re- 
ported a moderate profit for 1935. 

To complete the rough sketch of Ameri- 
can Metal’s activities a jump to the other 
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side of the world must now be taken. It 130 

was in 1928 and 1929 that American 120] copper 

Metal first became heavily interested in A cad 

African mining enterprises. Today, it 110 aa — Zz 
owns about 55 per cent of the outstand- 1oo|Eaea Zinc __|_ gy 
ing capital stock of Rhodesian Selection on 

Trust whose principal reason for being 3 9 

is that it holds a two-thirds interest in O 60 

Mufulira Copper Mines. The latter is in 2 70 

operation, although the profit last year 2 

failed to cover either depreciation reserve 5 60 

or debenture interest. American Metal S so 

owns in addition to this African interest = 

35 per cent of the outstanding capital -— 

stock of Roan Antelope Copper Mines. 30 

This company is doing very nicely and 20 

will pay a dividend next month of one 

shilling and sixpence on its ordinary (par 10 

five shillings) stock. This is for the year O 


ended June 30, 1936, whereas for the 
previous year a dividend of only one shil- 
ling a share was paid. 

There is a close connection between the 
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African mining interests. For example, 
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For Profit and Income 








Benefiting from Stability in 
Foreign Exchanges 


The devaluation of the franc and the 
gentleman’s agreement in connection 
with the foreign exchange quotations 
for the dollar, the pound and the franc, 
unquestionably is a long step forward 
towards the ultimate stability of cur- 
rencies. A number of American com- 
panies over the past few years have 
been seriously inconvenienced by for- 
eign exchange restrictions which have 
prevented them from remitting funds 
between one country and another. 
Should late developments foreshadow 
the dawn of an era of much freer and 
more stable exchanges, it would be most 
helpful to such American companies 
as International Telephone & Tele- 
graph and American & Foreign Power. 
In addition, it would bring benefits to 
companies doing a large foreign busi- 
ness. A number of American oil com- 
panies are in this position. Then there 
are such international companies as 
Eastman Kodak which will be helped 
to some extent. Nor must one forget 
that the devaluation itself of the franc 
and the other countries that have fol- 
lowed may well be a factor of some im- 
portance to American companies with 
extensive properties abroad. One can 
imagine, for example, that the United 
States Rubber Co. will find its planta- 
tions in Sumatra less costly to operate 
now that their rubber, sold for dollars 
in this country, will purchase a greater 
amount of Dutch guilders. 


* * * 


Sulphur Taxation 


It is a reasonable assumption that 
the sulphur companies would have par- 
ticipated to a far greater extent in the 
present bull market had it not been for 
an unfavorable tax situation. Sulphur 
is an essential raw material and its 
consumption has increased in line with 
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the general recovery in _ business. 
Louisiana, however, not long ago raised 
the sulphur extraction tax to two dol- 
lars a ton and now the Texas legisla- 
ture is proposing to lift the tax in that 
state from seventy-five cents a ton to 
the amount imposed by Louisiana. At 
least the latter was the recent sugges- 
tion of the Governor, James V. Allred, 
although a bill actually introduced in 
the legislature proposes to increase the 
tax only to a dollar and five cents a 
ton. With the Louisiana levy being 
contested in the courts and an inde- 
eterminate amount about to be im- 
posed by Texas, it would seem that 
nothing very much could be expected 
of the sulphur stocks, despite their 
fundamentally brighter outlook, until 
these uncertainties are removed. 


* * & 


Further improvement in the statis- 
tical position of newsprint was seen in 
the announcement that big producers 
on the Pacific Coast had established a 
contract price for 1937 of $42.50 a 
ton—up $1.50. A non-contract price 
of $46 a ton has been established. Over 
a period, much higher prices for news- 
print are foreseen. 


* *k & 


Avoiding Taxation on 
Undistributed Profits 


Under the objectionable law provid- 
ing for the taxation of corporate in- 
come which is not distributed to stock- 
holders, a company’s management is 
confronted with the difficult choice be- 
tween retaining its earnings to build 
up the business and paying heavily for 
the privilege of doing so, and distrib- 
uting the greater part of its earnings 
to stockholders in order to hold the tax 
at a minimum. It seems, however, that 
the difficulty may be avoided. Phillips 
Petroleum is proposing to reimburse 
itself for dividends that might better 


have been retained in the business by 
the issuance of rights to common stock- 
holders. The Caterpillar Tractor Co. 
has just created an issue of preferred 
stock and it is said to be the intention 
of the directors to declare an extra divi- 
dend of 50 cents in cash, or 1/200 of a 
share of the preferred. Later on when 
the results for the year can be more 
nearly determined yet another extra 
will be declared in order to bring divi- 
dends closely in line with the com- 
pany’s present excellent earning power. 


* * * 


From the experience afforded by the 
past few years, it might be contended 
that returning prosperity means little 
more to the average American than a 
chance to move himself faster and more 
freely from one location to another. 
Look at the records chalked up by the 
automobile industry, note the pros- 
perity of the bus lines, the sensational 
increase in railroad passenger traffic, 
the record-breaking passenger business 
being done by the airlines. Look a 
little deeper and one will find a boom 
in trailers and something pretty close 
to a boom in boats. And it’s all be- 
cause people in this country apparently 
must be ceaselessly on the move—over 
land, in the air and on the water. 


* * * 


Farm Equipment 


Although the larger farm equipment 
companies make public their earnings 
only once a year and thus there is a 
lack of concrete figures to present in 
support of the claim, this is an industry 
that seems to hold great potentialities 
for the investor over the near future. 
The Bureau of Agricultural Economics 
has just estimated that the cash income 
from farm products marketed in 1936, 
together with government payments, 
will total about $7,850,000,000. This 
compares with $7,090,000,000 for the 
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calendar year 1935 and with $4,328,- 
000,000 for 1932. The market action 
of farm implement stocks was a waver- 
ing one in the face of the drought 
news. It is now being realized, how- 
ever, that farmers as a whole are a 
great deal better off despite this dis- 
aster and that a goodly part of their 
increased cash receipts will go into 
additions and improvements to their 
farm machinery. With farm income to 
be guaranteed no matter who is elected 
and sustained farm purchasing power 
assured, the possibilities in Interna- 
tional Harvester, Deere and J. I. Case 
appear far from exhausted. 


* * * 
General Electric Favored 


The orders placed with General 
Electric during the third quarter of this 
year totalled almost $75,000,000, an 
increase of 38% over those of the third 
quarter, 1935. A power conference is 
being held currently between repre- 
sentatives of the public utilities and the 
present Administration. Should it end 
on a note of reassurance that the public 
utility industry need fear no intensi- 
fication of political persecution, one 
can imagine orders being placed with 
General Electric and other makers of 
electrical equipment in quantities near- 
ly sensational. 


* * * 


An Interesting Preferred 


There is still some of the old 6% 
cumulative preferred stock of the Re- 
public Steel Corp. outstanding—stock 
that refuses to accept the company’s 
offer to exchange it for one-half share 
of the new 6% prior preference stock 
and two shares of common. The Re- 
public Steel Corp. this year is expected 
to show net income after all charges 
and ordinary federal taxes of not far 
from $9,000,000. Of this about $3,- 
000,000 will go to the holders of the 
new preferred in settlement of the reg- 
ular dividend due and all the arrears 
that had accumulated on the issue. This 
leaves about $6,000,000 which cannot 
be paid to the holders of the common 
until the arrears on the old preferred 
have been settled. At the end of the 
year these arrears will total $37.50 a 
share. If the company decides to dis- 
tribute nothing on the old preferred, it 
immediately becomes subject to the tax 
on undistributed earnings and this tax 
on the particular $6,000,000 mentioned 
above will be well over $1,000,000. It 
would clearly seem that this were too 
large a penalty to pay for not settling 
with one’s own stockholders and, al- 
though Republic Steel could hardly be 
expected to pay all the arrears on its 
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old preferred at once, there would seem 
to be a strong likelihood of holders be- 
ing made a new and more attractive 
offer. The present price of the old 
preferred is about $115 a share. 


* * * 


The locomotive stocks have been 
further stimulated by the news that 
the New York Central is asking for 
bids for 25 passenger engines and 
25 switching engines for the Pitts- 
burgh & Lake Erie. From present 
indications it looks as if total locomo- 
tive orders this year will he over tw 


hundred. 


* ES * 
Cement 


The increased activity in construc: 
tion, much of which has been of the 
heavy variety—roads, dams, bridges— 
requiring cement in quantities, has 
greatly improved the prospects of the 
cement manufacturers. Sales this year 
are expected to be in the neighborhood 
of 40% ahead of last. Foreign cement 
continues to enter the country in in- 
creasing quantities and is an important 
factor in the situation on the Eastern 
Seaboard. However, making due al- 
lowance for this threat, cement com- 
pany earnings appear to point upwards 
definitely. From a stock market stand- 
point, the shares of International Ce- 
ment and Lehigh Portland Cement 
seem to be among those in the best 
position. The latter has just declared 
an extra dividend of 50 cents. 





* * * 


Confirmation of the business im- 
provement is seen in the gains reported 
by banks in “other loans.” The New 


York City member banks report “other 
loans”—which are chiefly for commer- 
cial purposes—as of September 30, 
$157,000,000 above July 29. Although 
it still seems to have a long, long way 
te go, ultimately the business demand 
for money will cause a firming in rates 
and lower prices for fixed income 
securities. 


* * * 


Bank and Insurance Stocks 


In the New York over-the-counter 
market, bank stocks have been excep- 
tionally strong recently. This was the 
not unnatural reaction to the favorable 
third quarter statements, many of 
which have been issued in the past few 
days. For example, the indicated earn- 
ings of the New York Trust Co. for 
the third quarter of this year were 
$2.02 a share compared with $1.25 a 
share in the corresponding period of 
last year: the Guaranty Trust showed 
$3.47 a share against $2.48, the Corn 
Exchange $1.02 against $0.90 and 
Lawyers Trust $0.83 against $0.41. 
On the other hand, the earnings of 
Chase National, Empire Trust, Irving 
Trust and Marine Midland were either 
unchanged or slightly lower. It is antic- 
ipated that a further improvement in 
business activity will bring business 
enterprises into the market for funds 
and that this will increase the earn- 
ing assets of hanks generally. 


* * * 


The new $4,000,000 Savannah unit 
of the Union Bag & Paper Co. opened 
the other day. The company figures 
to save $20 a ton on all pulp it puts 
through the new mill. 


nd 
| 





Farm Income Prospects Point to Large Equipment Sales 
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Five Opportunities For 
Current Purchase 


Sound Equities Which Should En- 
joy Broad Long Term Appreciation 


By THe Macazing oF WALL STREET STAFF 


U.S. Pipe & Foundry Co. 


Earnings of U. S. Pipe & Foundry 
have staged a most impressive recovery 
this year. In the first six months net 
income available for the common stock 
was equivalent to $1.84 a share, com- 
paring with 25 cents a share earned in 
the corresponding months of 1935. 
Responding to this marked turn for 
the better in the company’s affairs, the 
shares have more than doubled in value 
this year. Possibilities for further sub- 
stantial price appreciation, however, 
are by no means exhausted. 


U. S. Pipe & Foundry occupies a 
dominant position in its field. The 
company manufactures and sells cast 
iron pipe and special castings for 
water and gas mains and numerous 
other purposes. In addition, it manu- 
factures machinery used in the sugar 
and chemical industries and conducts a 
foundry jobbing business. It has ex- 
clusive license for the United States, 
on a royalty basis, to manufacture, and 








Earnings Per Share 


lst 6 mos. ist6mos. Recent 
1935 1936 Price Div. Yield 
$0.25 $1.84 $50 $1.50 3.0% 








to grant sub-licenses, under the deLa- 
vaud process patents for producing 
centrifugally cast iron pipe and other 
products. Operations in recent years 
have become more and more concen- 
trated in the use of the deLavaud 
process, enabling the company to effect 
important economies and abandon ob- 
solete plants and methods. Currently, 
the company is operating five main 
plants, while a number of unused 
plants will either be sold or dismantled. 

The sharp upturn in recent earnings 
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reflects broadening demand for the com- 
pany’s products, particularly from pri- 
vate consumers. Normally, a consider- 
able portion of the demand for cast 
iron pipe emanates from municipalities 
and utilities and currently the proba- 
bilities are that improved public finances 
are stimulating the installation of water 
mains, etc. Accounting for about 50% 
of the annual output of cast iron pipe, 
the company naturally would be the 
leading beneficiary. Federal-financed 
projects also are contributing to the 
upturn. 

The peak level in the company’s 
earnings was attained in the several 
years prior to 1927, when the last 
building boom was at its height. Oper- 
ations in subsequent years yielded a 
profit until 1932 and 1933 when deficits 
were shown. The aggregate of the 
deficits in these two years, however, 
was less than $1,500,000 and with 
finances solid, dividends on the common 
stock, although reduced, were continued 
without interruption. Since 1933, 
earnings have pointed sharply upward, 
net in 1934 having been equal to 30 
cents a share for the common, fol- 
lowed by 88 cents a share last year. 
Based on results thus far this year, net 
for the common should be between $3 
and $4 a share. Reflecting the favor- 
able trend of current profits, dividends 
on the common were increased from 
50 cents to $1.50 annually, earlier this 
year. 

Last February the company called 
all of the 560,160 shares of $1.20 
preferred stock outstanding, borrowing 
$6,000,000 from banks for this pur- 
pose. Subsequently these bank loans 
were discharged by the sale of $5,000,- 
000 344% convertible debentures, due 
1946. Recently, $2,000,000 of these 
debentures were called for redemption 
on November 1. As they are conver- 


tible into common stock of the com- 
pany at $42 a share, however, holders 
will convert in lieu of accepting the 
redemption price of 102%. This will 
add 47,620 shares to the 600,000 shares 
of common stock outstanding. Al- 
though the common stock equity will 
be reduced to this extent, the savings 
made in prior charges through the re- 
demption of the preferred and the re- 
tirement of the debentures are a par- 
tial offset. 

Currently quoted at 50, the shares 
of U. S. Pipe & Foundry are discount- 
ing the more immediate outlook. At 
the same time, there appears to be no 
valid reason for questioning the fur- 
ther expansion in profits next year in 
line with the expected continuation of 
the recovery movement. With earn- 
ings running at a rate substantially in 
excess of dividends, the possibility of 
lerger disbursements in the near future 
is well founded. 


International Harvester Co. 


Full recovery of its pre-depression 
earning power is fast becoming a 
reality for International Harvester. 
Dividends already have been restored 
to the 1929 rate. The company does 
not issue interim reports but it is a 
safe assumption that it continues to 
share the more prosperous condition 
of the farmer, and that of general 
industry as well. Notwithstanding the 
unfavorable implications of the severe 
drought last Summer, competent 
authorities have estimated that the ag- 
gregate gain in farm income this year 
will be between $600 and $800 mil- 
lion. The effects of the drought will 
result in sectional uneveness in farm 
purchasing power but which, from the 
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standpoint of an organization such as 
International Harvester, should be 
more than offset by the higher prices 
and broader demand for agricultural 
commodities not affected by the 
drought. For example, late surveys 
have indicated that sales of automo- 
biles and trucks in farming areas have 
been maintained at the same propor- 
tion to the total as they were prior to 
the drought. On the whole, there- 
fore, it would not be surprising if sales 
of International Harvester were the 
largest since 1929. 

Although retaining its position as the 
foremost manufacturer of agricultural 
equipment and supplies, International 
Harvester has in recent years become 
an important factor in other fields, 
notably in the motor truck industry. 
Last year tractor sales and repairs con- 
tributed 30% of domestic sales; and 
the company has been steadily ex- 
panding its line of industrial machinery 
and Diesel units. 

So far as demand for farm equip- 
ment is concerned, there is nothing to 
suggest that the large deficiency created 
during the depression has been more 
than moderately made up. It has 
been estimated that accumulated re- 
quirements are as much as a billion 
dollars. That the company itself ex- 





Earnings Per Share Recent 
1934 1935 Price Div. Yield 
Nil $3.27 $85 $2.50 2.9% 





pected increasing sales momentum this 
year is indicated by the fact that it 
entered 1936 with the largest inven- 
tories since 1929. Both truck and 
tractor sales this year have recorded 
important gains; and exports, although 
still sub-normal, have turned up. Im- 
proved agricultural conditions have 
benefited International Harvester not 
only from a sales standpoint, but col- 
lections of outstanding receivables have 
improved considerably. 

Last year the company’s profits 
scored a remarkable gain, being some 
500% more than in 1934. Net 
of $19,618,238 was equal, after pre- 
ferred dividends, to $3.27 a share for 
the 4,245,773 shares of common. Total 
sales were in excess of $217,500,000, 
a gain of 57% over 1934 and only 
35% under 1929. Financial position 
was impregnable. Current assets 
amounted to $253,378,594, while cur- 
rent liabilities were $33,284,890. Cash, 
or the equivalent, was in excess of 
$70,000,000, and net working capital 
was the highest since 1931. 

International Harvester common 
stock is held in high investment regard 
and long term faith in the company’s 
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strongly fortified industrial position has 
been justified by the rapidity with 
which it has recovered from depres- 
sion adversities. As an equity in one 
of the nation’s leading enterprises, the 
shares have much to recommend them 
as medium for broad participation in 
further general business recovery. At 
85, they are obviously a “blue chip,” 
but this premium appears to be fully 
warranted by the prospects for expan- 
sion in earnings and increased divi- 
dends. 


Aluminum Co. of America 


The shares of Aluminum Co. of 
America are frequently referred to as 
a “romance” investment. This charac- 
terization has also been given to other 
securities on occasion, when it has 
merely served to lend an air of mys 
tery to uncertain prospects. In this 
instance, however, it seems most ap- 
propriate. For one thing, Aluminum 
Co. is the largest domestic factor in 
the aluminum industry, a _ position 
which it holds by virtue of ownership 
of the largest bauxite (aluminum ore) 
deposits in the country, and the ag- 
gressiveness and success attending its 
efforts in developing the commercial 
possibilities of the metal. As to the 
future, the company by its well rooted 
position is assured a full share of the 
benefits which will follow in the wake 
of the further development and 
broader use of aluminum metal. Alu- 
minum, this year is celebrating its fif- 
tieth birthday and during the last half 
century the persistent development of 
new uses and aluminum alloys has 
made the metal indispensable in an in- 
creasing number of industries. In im- 
portance among other basic metals it 
ranks fifth. Still the possibilities for 
further application have by no means 
been exhausted and, barring the devel- 
opment of some competing alloy or 
other metal, the consumption of alu- 
minum should continue to show a 
broad upward trend. 

Although it is the leading company 
in an important industry, if one were 
to judge Aluminum Co. on the 
strength of its recent earnings and 
dividends it would not be hard to reach 
the superficial conclusion that the shares 
were grossly overvalued. No dividends 
have been paid since 1925 and earn- 
ings, which reached a peak of $11.18 
a share in 1929 and slumped to $1.93 
a share in 1930, were not sufficient to 
permit the maintenance of preferred 
dividends throughout the depression. 
Preferred dividends have since been 
resumed but accumulations still amount 
to $16.25 a share. On the other hand 
it must be conceded that financial poli- 
cies have been unusually conservative. 


Depreciation allowances, despite the 
slump in profits during the depression, 
were maintained at about $5,500,000 
annually. Considering the company’s 
ownership of valuable ore deposits, 
eleven mills, a number of fabricating 
units, railroad and steamship facilities 
and large utility investments, it appears 
quite likely that the value of $223,000,- 
000 placed on total assets is under- 
stated. Since 1929, working capital, 
which totaled $30,221,000 at the end 
of last year, declined about $24,000,- 
000, but this has been more than offset 
by the reduction in funded debt from 
$60,000,000 to less than $21,000,000 
early this year. Considerable money 
has also been invested in research ac- 
tivities, the fruit of which, however, 
may not ripen until some time in the 
future. And finally, control is vested 
with the Mellon interests in Pittsburgh, 
a fact which not only accounts for some 
part of the market premium placed on 
the shares, but also the conservative 
financial and dividend policies which 
are a notable characteristic of Mellon- 
controlled properties. 








Earnings Per Share Recent 
1934 1935 Price Div. Yield 
Nil $0.55 $1.30 None 











In addition to the funded debt, the 
common is preceded by 1,460,373 
shares of 6% preferred stock, a capital 
set-up which imparts considerable lev- 
erage to the 1,472,625 shares of com- 
mon. Only about one-third of the 
common is outstanding in the open 
market, the balance being owned by 
the Mellon interests. Leverage plus a 
small floating supply result in wide 
fluctuations marketwise. With some 
$23,000,000 in back dividends on the 
preferred stock to be taken care of, 
common dividends are some distance 
away, even in the face of the new 
tax on surplus profits. Earnings avail- 
able for the common, however, aided 
by rising business and the leverage fac- 
tor, may rise rapidly from this point 
on and to the ultimate advantage of 
the shares marketwise. The shares are 
primarily suited for the investor en- 
dowed with patience and willing to 
forego dividends for an_ indefinite 
period, but on this basis they offer 
considerable promise. 


Hercules Powder Co. 


The scope of industrial activities en- 
gaged in by Hercules Powder Co. is 
barely suggested by the company’s 
name. Primarily, of course, the com- 
pany is a manufacturer of industrial 
explosives, such as dynamite, smokeless 
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powder and blasting caps, as well as 
loads for rifles and shotguns. The 
manufacture of nitrocellulose is a 
natural complement to the explosive 
division and of late the demand for 
nitrocellulose has been substantially 
augmented by its use in lacquers, plas- 
tics, artificial leather, rayon, etc. In 
1926 Hercules entered into the manu- 
facture of chemical cotton or cellu- 








Earnings Per Share 
Ist 6 1st 6 
mos. mos. Recent 
1935 1936 Price Div. Yield 
2.01 2.51 130 $5.00 3.8 








lose, made by treating cotton linters 
with caustic soda. The company util- 
izes substantial quantities of cellulose 
itself, while the balance of its output is 
taken by rayon manufacturers and 
others. The production of naval stores 
—rosin and turpentine—is an impor- 
tant phase of the company’s business, 
further expanding the list of indus- 
tries from which customers are drawn 
to include soap, paper and paint. And 
finally, Hercules manufactures large 
quantities of paper size, such as rosin 
size, oils and tallow. As a whole, the 
company is a diversified chemical unit 
dependent upon no single activity or 
industry and diversified to a degree 
which should give it a full share of 
business recovery. The same factors 
enabled the company to offer strong 
resistance to the depression. 

At the low point of the depression 
in 1932, the company was able to show 
earnings of 24 cents a share for the 
common stock. They rose to $2.79 a 
share in the following year, to $3.94 
a share for 1934, while last year net, 
after all charges and preferred divi- 
dends, was equivalent to $4.23 a share 
for the common. Dividends have been 
continued without interruption and 
have maintained the pace set by rising 
earnings. Regular payments of $3 a 
share were made on the common last 
year, plus an extra of 50 cents. Early 
this year the shares were put on a $5 
basis and earnings in the first six 
months were equal to $2.51 a share, 
comparing with $2.01 in the same 
months last year. Unofficial reports 
have indicated that the rate of gain in 
subsequent months has been at a more 
accelerated pace and for the full year 
earnings may closely approximate $6 
a share for the common. 

The company’s 7% preferred stock 
which was callable at 120 was made a 
6% preferred, non-callable prior to 
November 15, 1941. This change will 
become effective on November 15, next. 
In this way the common shareholder 
benefited by a reduction in demands 
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prior to his own, and preferred stock- 
holders suffered no greater decline in 
income than was warranted by the pre- 
vailing low interest rates. Including 
&,706 shares of preferred owned by the 
company, the issue is outstanding in 
the amount of 96,194 shares. There 
are 606,234 shares of common, includ- 
ing 22,355 shares owned by the com- 
pany. Current assets, including nearly 
$7,000,000 in cash and marketable se- 
curities, amounted to $16,780,137 at 
the end of last June, while current 
liabilities were less than $2,000,000. 
Obviously, the company’s strong finan- 
cial position permits considerable lati- 
tude in the matter of dividends. 

Last June, Hercules concluded nego- 
tiations with the I. G. Farbenindustrie 
of Germany, giving to the former con- 
trol of American patents covering I. G. 
processes for manufacturing cellulose 
acetate. This will provide Hercules 
with an entry into such important fields 
as transparent wrapping material and 
non-shatterable glass, and further 
strengthen its position in the rayon and 
lacquer industries. 

Recently quoted around 130, Her- 
cules Powder common is selling at a 
somewhat lower ratio to both divi- 
dends and earnings than other repre- 
sentative chemical issues, a condition 
which suggests the shares as an advan- 
tageous investment opportunity. 


Allis-Chalmers Mfg. Co. 


Tangible evidence that Allis-Chal- 
mers is progressing speedily toward the 
recovery of its pre-depression earning 
power is to be found in the action of 
directors in resuming dividends last 
June at the rate of 25 cents quarterly, 
and in September advancing this rate 
te 37Y2 cents. These payments, how- 
ever, represented only 40 per cent of 
the company’s earnings in the first 
six months. Net income was equal to 
$1.55 a share for the stock as compared 
with 42 cents a share earned in the 
same period a year ago. On the basis 
of this showing and the favorable con- 
ditions which have since prevailed, 
estimates place earnings for the full 
year at upwards of $2.75 a share. This 
would be the best showing since 1930, 
when $2.87 a share was earned. 

In recent years Allis‘Chalmers has 
completed a broad program of diversi- 
fication and at the present time ac- 
tivities are represented by three princi- 
pal divisions — electrical equipment, 
tractors and farming machinery, and 
heavy industrial machinery. The out- 
look for all of these divisions is promis- 
ing at this time. The persistent gains 
in electric power and light consump- 
tion direct attention to the fact that 


further increase will make it necessary 
for many of the large public utility 
companies to expand their generating 
and transmission facilities. Allis-‘Chal- 
mers has already received several siz- 
able orders for this type of equipment. 
To what extent the company’s sales of 
tractors and farm equipment may be 
affected adversely by the recent drought 
is indeterminable at this time, but there 
is an excellent chance that sales may 
only be temporarily retarded and large- 
ly offset by demand from other agricul- 
tural sections favored by higher prices 
and good crops. As a further offset 
to restricted sales of agricultural equip- 
ment, the increasing demand for indus- 
trial machinery will prove timely. Al- 
though the demand for this class of 
capital goods has been slow in mate- 
rializing, the number of companies un- 
dertaking the replacement of outworn 
and obsolete machinery has been in- 
creasing steadily. At the end of June 
Allis‘Chalmers’ unfilled orders totaled 
$10,776,000, an increase of about $1,- 
500,000 since the end of March. 
Late last year the company took ad- 
vantage of low interest rates to sell 
$15,000,000 4% convertible deben- 
tures due 1945, utilizing the proceeds 
to retire $14,000,000 5% debentures 
due in 1937. Recently, $5,000,000 of 
these new debentures were called at 
103, but as they were convertible into 
the common stock at $35 a share, hold- 
ers will elect to accept the conversion 
privilege. As a result 142,857 shares 
will be added to the 1,344,479 shares 
of capital stock outstanding. Although 
the equity for the stock will be diluted 
to this extent, a dividend of 37 cents 
on the additional stock in the final 
quarter would amount to $53,571, 
while a half-year’s interest requirements 
on the called bonds would have re- 
quired $100,000. While the increased 
floating supply of stock may act as a 
drag marketwise for the time being, the 








Earnings Per Share 
6 


Ist 6 Ist 

mos. mos. Recent 

1935 1936 Price Div. Yield 
0.42 1.55 60 1.50 2.5% 








fact that the bonds are largely held 
by stockholders may prevent much of 
the additional stock from immediately 
coming into the market. The recent 
action of the shares would appear to 
support this likelihood. 

Although seemingly discounting 
near-term prospects, the shares of Alllis- 
Chalmers, nevertheless, embody the 
elements desirable in an equity at this 
point in the recovery cycle, and longer 
term commitments should be productive 
both of increasing dividends and price 
enhancement. 
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THE BUSINESS ANALYST 





Taking the Pulse of Business 


— Motor Output Rises 


V V ITH the opening of assembly 


lines for 1937 models by Buick, 
Lincoln and Graham, the total 
volume of motor car production 
has increased at a much greater 
than normal seasonal rate and 
caused a sharp temporary spurt in our Business Activity 
Index to 97.4% of normal, on a per capita basis. Subse- 
quently, however, the closing of Ford assembly lines for 
retooling has dropped the country’s automobile output to 
the lowest level of the year, and brought the per capita in- 
dex down to around 96% of normal. At this season of the 
year it is difficult to arrive at the true rate of Business Ac- 
tivity, on a seasonally adjusted basis; because motor car 
production is at such a low ebb that minor fluctuations 
loom large on a percentage basis, and so tend to distort the 
Index somewhat. Nevertheless, it is encouraging to find 
that not all of the recent rise in Business Activity was 
caused by the temporary jump in automobile assemblies. 
Car loadings, electric power output and the steel ingot rate 
have all reached new highs for the year, while several other 
components of the Index have shown fractional improve- 
ment during the past fortnight. 

Devaluation of gold bloc currencies with the cordial co- 
operation of England and the U. S. A. appears to have 
removed the threat of further currency wars for some time 


— Rails and Equipment Gain 


— Steel Activity Continues to come and should eventually 


— Oil Outlook Better 


help to accelerate an expansion in 
world commerce which has been in 
progress during the past few years. 
No serious effect upon domestic 
prices seems likely; though lowered 
values of foreign currencies may cause at least temporary 
declines in a few imported commodities such as tin and 
crude rubber in the absence of artificial support abroad. 

This important first step toward the greatly to be desired 
stabilization of world currencies comes at a time when ex- 
pansion in the capital goods industries at home has attained 
such momentum that frantic efforts to overcome shortages 
in equipment are adding fuel to the upward surge. Thus 
the coal industry is being faced with a shortage of coal 
cars at a time when industrial stocks are 44% lower than a 
year ago, steel companies are being hampered by shortages 
in coke, scrap steel, and semi-finished steel; while car short- 
ages in other lines are also threatened. Moreover, in more 
than one indus as shoes, cigarettes, washing 
machines, and alkali—sales are establishing new all time 
records. Thus the recovery movement begins to take on 
the guise of an old fashioned boom where inability to ob- 
tain prompt delivery causes a duplication of orders and so 
aggravates the congestion. 

Should business continue to improve at its present rapid 
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rate, the problem of car shortages may approach the serious 
proportions developed following the Armistice when the 
carriers were turned back to private operation in badly 
run down condition. Such a situation is always unhealthy; 
because any sudden change in business sentiment leads to 
cancellation of redundant orders and forced marketing of 
surplus inventories, thereby intensifying the ensuing reac- 
tion. Conditions have not as yet reached this critical stage, 
yet there are a few precautionary signs that will bear watch- 
ing. For the time being, further advances in the price level 
(which have been partly responsible for recent inventory 
accumulations) are likely to be checked by the general 
lowering of foreign exchange rates; farm income, according 
to Government estimates, is likely to be only 4% ahead of 
last year during the closing five months, against a 17% 
gain for the first seven months; building permits in August 
were up only 50% over August a year ago, compared with 
a 74% increase for the first eight months; August machine 
tool orders were up only 2% over a year ago, against a 
cumulative increase of 50% for the first eight months; 
while department store sales in the New York metropolitan 
area for the first half of September were actually 1% lower 
than a year ago. 


The Trend of Major Industries 


S TEE L—Partly under the stimulus of orders placed to 
beat the gun on price advances expected or already an- 
nounced, the steel ingot rate has risen to 73.4% of theo- 
retical capacity, which is the best level yet reached on the 
recovery and 50% ahead of last year at like date. In or- 
der to meet the shortage of by-product coke, independent 
bee-hive ovens, supposedly shut-down forever, have had to 
be put back into operation until repairs at by-product plants 
can be completed. The heavy expenditures for moderniza- 
tion and expansion of steel plants during the past two years 
have been mostly on finishing departments, and extensive 
repairs elsewhere will be necessary before enough semi-fin- 
ished steel can be supplied to permit finishing departments 
to operate at full capacity. Some of the smaller sheet mills 
have been unable to meet shipping requirements lately and 
have refused further orders—partly owing to the difficulty 
of obtaining semi-finished steel and partly because of delays 
in securing open top 


the announcement that important tin deposits have been 
opened up in North Carolina and that plans are being 
perfected for erection of the first commercial tin produc- 
ing plant in the United States. 


PETROLEUM —Despite continued gains in crude 
output, stocks above ground are still slightly lower than a 
year ago, with gasoline inventories only fractionally above 
last year. Profits of refiners are being helped by the rapid 
growth in demand for distillate fuel oil in winter months, 
a season when gasoline consumption falls off. Texas is 
planning to raise the State tax on production of crude oil 
and natural gas by 372%; but Washington and the 
State’s authorities have recently agreed to co-operate in 
maintaining the ban on “hot oil” from the East Texas field. 
Compared with the corresponding period of 1935, world 
production of crude for the first six months of the’ current 
year increased 11.3%. The gain at home was 12.5%, pro- 
duction here being 60% of the world’s total. 


RAILS AND EQUIPMEN T—The I. C. C. re- 
ports that August gains of Class I carriers, as compared 
with August, 1935, amounted to 20% in gross and 53% in 
net operating income. Equipment on order Sept. 1, in- 
cluded 22,354 freight cars, compared with 7,240 a year 
earlier; and 70 locomotives, against 12. The trade believes 
that around 400 locomotives may be ordered next year. 


AUTOMOBILES AND ACCESSORIES— 
Earnings of the eight leading passenger car makers for the 
third quarter, exclusive of Ford, are expected to exceed 
profits of last year’s third quarter by 25%. The accessory 
industry seems slated for near capacity operations during 
the fourth quarter. 


Conclusion 


A volume of motor car production which is unusually 
high for this season of the year has joined with fresh re- 
covery highs in car loadings, steel and electric power output 
to bring about a sharp spurt in our Business Activity In- 
dex to within 3% of normal on a per capita basis. Sporadic 
car shortages and labor tie-ups, coeval with rising 
prices, have re 





cars for shipments. It 
is believed that rail 
prices, which were re- 
duced three years ago, 
will soon be advanced. 


METAL S—Foreign i be 
purchases of copper —— 
and tin as a_ hedge 
against the decline in 
foreign currencies have 
tended to support 
prices for the time be- 
ing in face of lower 
foreign exchange rates. 
The International Tin 
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Changes in Major Commodity Price Group for the 
Fortnight Ended September 26, 1936 


tarded_ deliveries in 
some lines and 
170 prompted a certain 
160 amount of hoarding of 
goods and the placing 
of orders in a few in- 
ed stances, notably in grey 
130 goods, for delivery so 
far ahead as February. 
Such growing signs of 
congestion, together 
with the unceréainties 
+—1 90 caused by politics and 
a falling foreign ex- 
change rates, have been 
partly responsible for 
some slowing down in 
50 the rate of expansion 
in a number of lines, 
and suggest that, while 
the longer range busi- 
ness outlook remains 
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Answers to Inquiries 








The Personal Service Department of THE MAGAZINE OF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 
dollars in value to you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 
2. Confine your request to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber, use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 








AMERICAN LOCOMOTIVE Co. 


Recent reports indicate a large gain in 
orders for American Locomotive and I 
understand the company may show a profit 
for the first time since 1930. In view of 
this, do you recommend retention of my 
stock for appreciation? Is this company in 
a good position to get its share of the new 
business that will be created by increased 
rail traffic?—E. A. F., Milwaukee, Wis. 


Report of American Locomotive Co. 
for the first six months of 1936 showed 
a loss of $175,626, or considerably less 
than that of $772,225 incurred in the 
like interval a year earlier. With un- 
filled orders on the company’s books as 
of July 1 the highest since 1930, 
amounting to $8,920,005, against $4,- 
262,937 at the last year-end, it cer- 
tainly stems a logical expectation that 
the company will emerge from the 
“red” in the not distant future. The 
drought, with its consequent effects on 
traffic volume of certain roads, has un- 
questionably tended to retard the 
placement of orders for new locomo- 
tives, but this should prove a tempo- 
rary situation in view of the larger 
volume of traffic being handled by the 
majority of the carriers and their rec- 
ognized need for up-to-date equipment. 
Not only may American Locomotive 
look forward with reasonable certainty 
to a great expansion in its locomotive 
business over the next few years, but 
the company’s other interests, such as 
oil refinery equipment and the manu- 
facture of Diesel motors, should tend 
to swell earning power. Notwith- 


standing the heavy operating losses 
which American Locomotive Co. has 
been absorbing for the past several 
years, the company’s balance sheet po- 
sition remains highly satisfactory. As 
of June 30, 1936, current assets totalled 
$14,203,944, including cash and mar- 
ketable securities of $5,369,574, against 
current liabilities of only $1,715,721. 
Accrued dividends on the preferred 
stock are substantial, amounting to 
$26.25 a share on the 351,961 shares 
outstanding at the mid-year, but given 
a return of more normal conditions in 
the trade, this should present no great 
problem. On the basis of the improv- 
ing trend of railroad revenues and the 
consequent growing backlog of poten- 
tial equipment orders, we believe that 
American Locomotive common holds 
promising speculative possibilities if the 
holder is willing to exercise a reason- 
able degree of patience. 





STUDEBAKER CORP. 


In view of the strides Studebaker has 
made during the last year do you look 
forward to greatly-increased sales in 1937? 
I now have a paper profit of 6 points in 
this stock and am inclined to hold it for 
higher prices. What do you advise?—E. J. 
G., Lynchburg, Va. 


That Studebaker’s reorganization 
early in 1935 with the resultant im- 
provement of capital structure and 
manufacturing program has proven 
successful thus far, is amply attested 


by recent sales and earnings figures. 
In the first six months of the current 
year, the company showed a net profit 
of $1,004,830, equivalent to 46 cents 
a share on the common stock, whereas 
during the period from March 9, 1935 
(date of reorganization), through the 
balance of the year, a loss of $1,975,622 
was reported. Unit sales of passenger 
cars and trucks thus far this year have 
already exceeded by a good margin 
sales for the full year 1935. For the 
first ten days of September alone, the 
sales figures totalled 3,178 units, against 
876 for the preceding comparable in- 
terval. Studebaker began work on its 
1937 models early, with the result that 
the line has already been introduced to 
the public, with factory output now at 
peak levels. This new line of passenger 
cars combines exceptional appearance 
with comfort and economy and should 
find wide public appeal, in our judg- 
ment. Third quarter operations of the 
company probably were not profitable 
since the model change-over and the re- 
sultant plant shut-down occurred dur- 
ing that period. The early introduction 
of its new lines, however, gives Stu- 
debaker a decided competitive advan- 
tage and indications are that the year 
as a whole will be a profitable one. 
Looking further into the future, Stu- 
debaker’s ability to extend sales will 
depend upon general conditions in the 
industry and the continued ability of 
the management to successfully cope 


(Please turn to page 802) 


When Quick Service Is Required Send Us Prepaid a 
Telegram and Instruct Us to Reply Collect 
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25 + Points=on 3 


These 25% points profit were made available on Bargain Indicator — dividend-paying 


short-term market commitments through our 
Trading Advices. Even on a 10 share basis, your 
net cash profits would have been over $225. 
Trading Advices represent only one of our three 


active departments. The other two include: (1) minimum outlay. 








Charge to the account of _ 












PRESIOENT 





Successive Trades 


common 


stocks of investment rating with exceptional price 
enhancement possibilities and (2) Unusual Op- 
portunities—sound low and moderate priced com- 
mon stocks offering maximum market profit with 


14 1/2 Points Profit 


1228 Douglas Aircraft was carried only 17 days and 
$ s brought 1414 points profit. @ The Forecast is 
ST the lowest priced security advisory service to pro- 


































‘Send the following message, subject to the lerms on back heseef, hich ove esc aguadle 


MR AG MILLER 
937 NORTH RAMPART BLVD 
LOSANGELES .CALIF 











937 NORTH RAMPART BLVD 
LOSANGELES CALIF 


STEEL BOTH AT MARKET 


6 3/4 Points Profit 


Bethlehem Steel was closed out at 6914 on Septem- 


ber 14th because of technical weakness 


market. During the same week it receded to 
67. @ Regardless of telegrams you will receive our 
entire service by mail—through our 8-page bulle- 


tin mailed every Tuesday and through 
editions which confirm all wires. 





TRADING ADVICES CLOSE OUT AT MARKET DOUGLAS AIRCRAFT 
BUY SOUTHERN PACIFIC UNDER THIRTY NINE 
INVESTMENT BUSINESS FORECAST 


TRADING ADVICES CLOSE OUT SOUTHERN PACIFIC BUY BETHLEHEM _REWCOMB CARLTON mdse meneeyen a* 


INVESTMENT BUSINESS FORECAST 
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Now, seven weeks later, 


and when to buy and when 
and keep all eommitments 
constant supervision. 








ae ae vide such comprehensive telegraphic counsel. 
— —— \ SSN Clients throughout the country can act on our 


short-term advices within an hour after they are 


NI O TE FLED selected. All wires are sent in our Private Code 
| J p N.. for secrecy and economy. 
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Southern Pacific was bought at an aver- 


‘ ' age of 381% and closed out at 4234. 
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Your Enrollment Will Start at Once But Date from November 15, 1936 
THE INVESTMENT AND BUSINESS FORECAST, of The Magazine of Wall Street 
90 BROAD STREET CABLE ADDRESS: TICKERPUB. NEW YORK, N. Y. 
I enclose $75 to cover my six months’ test subscription for The Investment and Business Forecast. I understand that regard- 
less of the telegrams I select I will receive the complete service by mail. ($125 will cover an entire year’s subscription.) 
Send me collect telegrams on all r dati hecked below. (Wires will be sent you in our Private Code after our 
Code Book has had time to reach you.) 
TRADING Short-term recommendations following impertant intermediate market movements. Three 
[ ] to four wires a month. Three to five stocks carried at a time. $1,200 capital sufficient 
ADVICES to act in 10 shares of all recommendations on over 60% margin. 
Low-priced issues that offer outstanding possibilities for market profit. Two to three wires 
[] UNUSUAL a month. Three to five stocks carried at a time. $600 capital sufficient to buy 10 shares 
OPPORTUNITIES of all recommendations on over 60% margin. 
Dividend-paying common stocks of investment rating, with exceptional price appreciation 
[] BARGAIN prospects. One to two wires a month. Three to five stocks carried at a time. $1,500 
INDICATOR capital sufficient to purchase 10 shares of all recommendations on over 60% margin. 
| ENTER LER ESE eee EET CREPE TEE Ce OE TRO ee CAPITAL OR EQUITY AVAILABLE. .. 2... ccccccccccccsccveccccccces 
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Include a Complete List of Your Present Securities for Our Analyses and Reeommendations 
OCTOBER 10, 1936 791 











wna 12 Stocks | New York Stock Exchange | 


Do Experts Favor? Rails 













































su), 
Dunine the past om — con i, pi = —. xan : Pe 
four weeks the stock recommenda- A High Low High Low’ High Low 9/80/36 Share 
tions of leading financial authorities Atchison....... Bee neica cabs sain. ses 74%, 4534 60 3534 8815 59 1814 {2 - 
have centered about 12 issues. The Atlantic Coast “ca sits ts esse, GAZ 2434 87144 1914 433% 2156 41144 ‘is — 
names of these favored stocks and . Beth 
4 “ Maltimore @ Glllo.. ...........0000.- “4 34 eo 3% % \y ne 
the prices at which they are recom- | Bangor & Aroostook... |... Mis 5osh oy) sesh gaya. ee 
mended are given in the current Brooklyn-Manhattan Transit........ 44% 281; 465; 3616 581, 4044 664% 3.25 Bore 
UNITED OPINION Bulletin. paieiianti Cc Brig; 
‘ eth Soe ae OE ee 184 10% 1334 854 16 10% 12% es Brist 
Experience has shown that stocks rec- Chesapeake & Ohio 20... 485% 3914 B8Z SST % 69% 51 674%, 2.80 Burr 
‘ . M. . Pa | ee 16 4 2 34 : 
ommended by three or more financial Chicago & Northwestern . ; ag 316 556 13% a 343 33 ais 
en almost a show better Chicago, Rock Is. & Pacific......... 6% 13% 254 4 a 134 2iZ mS Cali 
cm average appr: ion. D al 
Canz 
, Delaware & Hudson............... 7314, 35 4316 2314 52 8634 4534 = 
ete ~peeened - ge - — Delaware, Lack & West............ 335; 14 1934 11 28% 14% 193% i pore 
me oI stoc. orecast- E Cela 
i — during the past Og oy | er ae 24% 9% 14 ™% 18% 11 1654 ss Cers 
years—we shall be glad to send G Ches 
you without obligation this list of Great Northern Pfd................ 3244 124% 35% 954 44 3214 3934 - — 
12 outstanding stocks—a list avail- H Col 
able through . other source Hudson & Manhattan.............. 12% 4 614 234 5% 3\% 3% x Cols 
7 Colu 
. Doe Ce 88% 1854 22% 94% 2914 185 261% s Com 
Send for Bulletin W. S. 46 FREE! Interborough Rapid Transit... 11... 1716 5g 985, 85, 18% 1116 18% i Com 
K Com 
UNITED BUSINESS SERVICE Kansas City Southem.............. 19% 65 4% 8% 6 18 22 fe — 
210 : , L 
Newbury St Boston , Mass. J 2134 9% 11% 5 2044 81 18% 5 on 
Louisville & Nashville.............. 6244 373, 643% 34 963, 5716 94 4.50 Coal 
eae M Cont 
i ue Ne ON eS ee rere 14% 4% 63% 2 954 34 8% a Cont 
NULLA pagel . is 8 i :" 25; - er 
Send this advertisement N Crov 
for 2 weeks free trial New York Central.................. 45% 18% 2934 1244 4614 2734 44% Cud 
N. Y., Chic. & St. Louis......... 12. 26% 9 19 6 53 173, «52 Cutl 
The Ga rtley N. ¥-, N. H. & Hartford Ree os scans 24 Ys 6 814 256 5% 3 8% 
. Y., Ontario estern........... 115% 4% 6% % % 4 5% 2. Dee 
= a a “a eae eae 187 161 158 ie 800 210 284 *8 Diar 
Weekly Stock = orton PACING: <5... ces ss ec oes 36% 14% 25% 18% 36% 23% 27% ny Dist 
= P Don 
M ark et R evi ew = Pennsylvania ~ 54 SOR Cee eae 3 % 20 % $3 Ys 17 4 40¥4 284 384 55 | Dou 
= REE en caine eps are 4 4 eo % 4 Du] 
veut = | Pittsburgh & W. Va... L000: 27 10 25° 060i HK_C“‘ié‘i‘CC STG 
= A ten page weekly analysi> o = R 
sak eae Leona Pong od s ME ee LY es aedcnseee 56% 385% 48% 29% 650 3544 49 ae 
40 stocks and other important . Ss 4 : 2 ; Elec 
SB and valuable market comment = St. Louis-San Fran................. 45% 1% 2 34 356 114 25% Elec 
al anion. Prepared by i St. Louis-Southwestern............. 20 8 14 734 14 1% 11% 
MM. Gartley, Inc., outstanding Ee Bomber PACE.) 65. oes ose 333, 147% 2514 123; 4514 2315 43 # 6 
Caled one theteekainal = Southern Railway.................. 8644 11144 16% 514-24 125, 221% op ~~ 
interpretation of stock price S = Firs 
movements. M po | re 4314 13% 2814 14 49 28 42 Gg Fost 
U Free 
a H.M.Gartley,Inc. Racine soctnstecnsa ses 133% 90 11134 8234 14934 10814 13614 6 
2 Ww 
= 76 William Street, New York Western Maryland................. 174 1% 10% 514 121% 814 10% ee — 
a Wooster PMGIEC. 5... 05 cece cc ccces 816 254 33% 1% 4 2 2% x Gea 
SalI. Gen 
Gen 
e* a 
Gen 
eS Industrials and Miscellaneous gen 
Gen 
ection Year be 
S k P ° 1934 1935 1936 Last Div'd Gli 
=~ -_. ale $ Per Gok 
toc rices A High Low High Low High Low 9/30/36 Share | 
: ee 34%, 16 874, 38 3534 177% 24% t.75 00 
Stock market charts during Airtetedien. ........cc00.000cce- 113° «9134 «1738S «10434 Ss B13, BSCS *4 Gre 
Autumns of election years since Alaska Juneau .. seococcccmecccacess MOM 203 BOK 28K 17% 28 1634 *.60 
Allegheny Steel.................-55 231%, 15 32 21 391f 267, 375% 4 
1900 sent free upon request. Allied Chemical & Dye... .......... 160, 11516 173 125 245 157 224° 6 Her 
Allis Chalmers Mfg 2334 103 337, 12 5934 3534 67% 1.50 Her 
LAPHAM DAVIS Alpha Portland Cement............. 20%  i1%¢ 98% 144 981, 19%, 241% a a0 
~ TS Ee eae 555, 39 80 4814 12515 175 9714 2 ur 
Amer. Agric. Chemical (Del.)........ 48 25% 5734 41\4 6314 49 6014 3 
& BI ANCHI American Bank Note.......... .... 254 11146 4734 18% 5514 87 4114 1 Indi 
Amer: Brake Shoe & Fdy........... 38, 19 4 5 ve iy Ae) 2°, : Ay) 1.60 Inte 
Members New York Stock Exchange merican Can. ...........-e seer ees “4 “A 78 ¥ 115% ¥% Inte 
A ae Sea % y 1 3 5% 5 
29 Broadway - New York coe hog ee aa a Rn US CS 4 Inte 
y American & Foreign Power......... 3% 8% 8K, 8B 8 3 
mer. Power DEE Satsb assis eae 4 7 2 v4. 2 Z -- 
Moreen Ofice Ronen - a :| Amer. Radiator & S.S.............. 175% 10 251, 101, 27%, 18%, 217% $.15 Jew 
522 Fifth Ave. Se Amer. Rolling Mill................. 281, 1834 32% 153, 34 23%, 28%, 1.20 Joh: 
Amer. Smelting & Refining.......... 61144 3034 645% 3154 911% 56°4 80 5 2 
Amer. Steel Foundries. erect e | 10% 2514 12 : 447%, 20% 4234 Kel 
USE hier Super aM a Ba a a’ GO| 
er. Tel. ee eg sssb own A y \ % y lo 
os ame Ramm | 67. 107 743, 104 8814 10034 5 Kro 
Amer. Water Works & Elec......... 275% 1254 2234 1% 27 19% 2514 {20 
Amer. Woolen Pfd..............--- 833, 36 683, 3514 703% 523, 53% 3 Tan 
Anaconda Copper Mining...... coe See 10 30 8 125% 4175 9714 2 Lib! 
ee ¢ Sapa rer 634 34 6% 34% 7% 456 5% ve Ligs 
Atlantic Refining....... eens 3544 2114 28 201%, 3514 265, 27% 1 Tae 
IN FOOD DURE UINED SoG occas cs ssa % 8©=6 1614 45140 15 5414, 265, 3514 Tie 
3 
AKES HUBBY HAPPY Aviation Corp. Del................. 1034 334 54 234 73, 454 Lor: 
B 
M Baldwin Loco. Works............... 16 44 65% 11% 6% «8% 334 - 
AMRIT Soci. ps piviess 6:04:06 aoneve 4534 23 663, 8714 195, 1634 1734 15 Ma 
Send for free cook book and mixing guide. Beatrice Creamery................. 198% 10% 20% 14 26  -_ 2314 1 re 
Address Angostura, Norwalk, Conn. Beech-Nut Packing................ 1654 58 95 72 97 85 941% "3 Ma 


792 When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET ot 











































































































° e ° Vi C FE 
Industrials and Miscellaneous (Continued) Bro KERAGE SER 
4 As members of the principal 
a . *,* 
er 1934 1935 1936 Last Div’d exchanges we are ma position 
re Fs = ©Sale. $ Per to be of service to you in the 
. B High Low High Low High Low 9/30/36 Share purchase and sale of Stocks 
i Bendix Aviation...............0.00. 2374 93 24% 11% 813% 2154 295% t Thane ant Caemmalitias 4 
on hg a 6s 56a aie'w 006m 0ke 26 5714 34 62 48 58 2 = 
Bethlehem Steel................... 4916 241% 52 2154 T24, «44534 68 54 ais CASH OR MARGIN ACCOUNTS 
0 — a biatecclnteeatece Sy Cee 6834 4416 597% 3954 63% 41 4414 3 IN FULL OR ODD LOTS 
OTMem COMPAR .......cccccccsccee SOM 19% 2734 21 3234 2554 2814 1.60 “Booklet M.” givi tradi i ts 
5 MDI MTIIGE. S55 os ie caivis codcse ces 315g 16% 7015 2814 8315 64 7814 13 and po Pn Boy sent on request. 
Briggs Reece iss-a icone oienee sa 2836 12 55 36 2415 647, 4314 5836 *2 
, OE SS Seer eee 3716 26 42 3034 5015 Al 4414 *2 
0 Burroughs Adding Machine......... 19 3, 104 28 13% 3314 25 2954 *.60 
‘ Byers & Co. (A. M.) oe niateves s. - 1334 2054 1134 253g 1614 23 iA a a # 
c Members 
California Packing.................. 4436 1834 4214 3014 433, 30% 38 1.50 RE ee ee aoe 
Canada Dry Ginger ‘Ale. apa a ae et Sig ts 29} 1214 11% 8s 18%, 10° 17% as N.Y C, - ry a og rf feet 
Case, J. Miso, Sp eis Waa sk Baia os 8634 35 1114 453; 186 9214 155} Po re sd =¥CN E, i ec. 
Caterpillar Tractor.... 1.2... 122112! 3834-23 60 3614 8114 5434 8014 2 New York Cotton Exchange 
OGINMCES GOTB. Soo a5 cccces oo0ccss 44% 171% 3536 1914 321f 213; 2534 t.50 New York Produce Exchange 
Cerro de Pasco Copper............. 4415 3014 6534 3856 58 4734 5214 4 N. Y. Coffee & Sugar Exchange 
Chesapeake Corp. ...........02000- 487% 34 611¢ 36 86 59 83 3 Chicago Board of Trade 
oo a a ae ear 60 °¢ 294 937% 31 1245 8514 121% 16.50 Commodity Exchange, Inc. 
pe — od ‘“ cetneens Se 9514 93 7214 125 84 120 P. New York Cocoa Exchange 
olgate- almolive- Peet. oeeaeec Se 934 21 154 2014 13 15% a 
Columbian Carbon 711i, 88 10144 67 1361, 94 1245 “4 60 Beaver St. New York 
Colum. Gas & Elec.. 194 654 34 336 233, 14 197% $.20 Phone BOwling Green 9-2380 
—— Credit 4014 1854 58 3914 847%, 44 8454 7 
_ jaar 61 3534 12 5614 83 55 8114 
a Solvents.......... oe 1534 2374 164 245g 1414 1544 om 
ongoleum- Nairn... ere ms 22 27 4534 44'5 30% 33 14 : 
an a a a ee eS | RB Ce 
onso OE REE Serra rire 4% 4 y, Me } g . 
; Conmaier Giaip. 4 SO ERR aia — «= —s = 261, 155; 1954 1 
0 oo eo ae 6415 5634 9914 6234 8734 672 1054 3 
Geatenial Ofte sc a: Be 8° Bog. Bo gy “2 | A BARGAIN STOCK 
NE UN in. 5.6.0. 3.0.604'0 6 oS 6 ‘ ‘ 4 4 
Corn Products ‘Retining SEG eee ane 841; 551, 7834 60 8215 635% 6915 3 
Crown Cork & Seal................. 8614 183% 48%, 2314 843, 435g 791% 2 
CURR PAINE. . 0. ccc ecc cs ccses 5254 37 471, 3514 4416 «35150 3619S 2.60 FOR LAR E PR 
Cutler-Hammer.............:0000.. 82% 11 47 16 65'5 4314 6417 “Z 
D Rob have ——— a a — 
2 Z Z 3, 4 , which appeals to us as eing one o e 
B + apse So 34% 105 io ody yet, So , a PA "1 50 most attractive speculations on the New 
Diamond ee ee 2816 21 41 2616 405 3214 3215 1.50 York Stock Exchange. It is selling much below 
; Distillers Corp. Seagrams........... 2654 8% 3816 135% 345g 1814 244 ‘ its prospective value, we believe: and those 
Dome Mines. .............++...04- 46% s “4% My blige 41%o 564 3 who buy this stock could make excellent profit 
L say ose —— Ee Ie SIE 28% 1414 58 34 pe) Bi4, “a ae 7 during coming months. 
. t iateesesancscce MOS 80 14614 4 8 33 % eS 
a s% ie vie ‘ ais The security in question is within the reach 
E a = of all investors. The company has greatly 
ROR MITIATN MORES 6533 5.00 oi.s)s.0.5 caenioe? 11614 79 17244 1104 185 156 16914 *5 improved prospects. Business is expected te 
Electric Auto Lite.............0000. 3134 15 3836 1934 45%4 3034 435, {2 expand sharply. Earnings could pick up rap- 
malec, Power @ Tight. .........ccsevee 954 2% 874 14% 1734 6%6 15 re idly. The action of the stock indicates sub- 
Electric Storage Battery............. 52 34 5834 39 5514 423% 46 3 stantially ong — In short, this is 
truly a bargain stock. 
Fairbanks, iia ST ee re 1834 7 3914 17 6214 3434 6216 3° The name of this stock will be sent to you 
Firestone Tire & Rubber............ 2514 13) 2533 18% 331% 24% «291 t.90 Fe ig » aoen ita chee 
First National Stores............... 6914 53 587% 4434 4854 40 ae 2.50 so ohtieatton Yast Pha . ‘ 
POGOE WHOOUDE 6.0. 5:6:06 c0.00050 000d 00 22 814 30. on 4) aK = ts 2 eee = 
% 1Z V4 KZ 5g , 
: BOOSHOL TEEAB. 4. ..cicccccccccscess OOH 2114 3054 4 54 % INVESTORS RESEARCH BUREAU, INC. 
G - 
General Amer. Transpt............. 4354 30 481 3256 63 42144 58% 1.75 Div. 192, Chimes Bldg., Syracuse, N. Y. 
General Baking 143% 614 1334 % 15 10°4 143 * 60 
So Se a a oe a a ae = 
eneral Foods........ y % 8 % : x a 
General Mills 20.00.0000000 0000000 64) 51, 72145974 T0lg BB BING 3 Odd Lots—100 Share Lets 
eneral Motors. eee 56 ¥% 4% ¥% % 4s klet M.W. 801 t 
General Railway Signal. . soe 4/0, nee 231, 4114 1553 50 32/4 44 1 Booklet gg x ( 
General eae 2334 10% 3314 16°%4 5034 3314 50 ; {1.50 
Tf  pepeommteretaee fo BB Be ee “2 | JohnMuird(a 
: aa 2” : pepeaerts 23 : 16° : 22 . 14s ats 126 13% 60 Established 1898 
2 Goodrich Co. (B. F.) niase eee leiots ¥9 : “8 28 “8 “ Members New York Stock Exchange 
| Goodyear Tire & Rubber............ 4134 1814 2634 153; 317, 215g 2314 Sn eg Now Vet 
Great Western ae eee 25 347% 2654 39 31 3514 2.40 iy 
H 
PIORCUIOR POMEL. 5006 seins cds icoesses Slee 59 90 71 116 84 =: 111334 5 POINTS ON TRADING 
Hershey Chocolate................. 73°4 4816 8134 1314 80 8 8=—s_ 5876 6014 3 1 F o luahle-int . at 
--saneeag Sore Bs anihacern wears aS iF, + 8 Hs, 614 aes 184 184 oe — pear Blog _ Oe Sea _ — 
ROME RIC ME isso 65.5 6 o-4 0 5-0 eases yy K% K% 4 XY oe é pt. 
free on request. Ask for booklet MG6 
I o Accounts carried on conservative mar 
Industrial Rayon................... $8 192% $69 -31g 86, B53 8741.68 on 
AIMED oi aiciss'5)e.0's14, ¢uisis ose.nis %4 3 % % 34 yy 34 
Inter. Harvester... .. 1... 1.1.20... 457; 38}, 65% $4); 9014 86), 8352.50 ( HISHOLM & (HAPMAN 
Inter. Nickel. Seatac noaraie tale 4 4 4 % 4 \ . Established 1907 
3 ly WA A a 
Inter. Tel. & Tel. seseccesceee ATM 4 ” 57% 9% 11% - se Members New York Stock Exchange 
J 1 Tea C : 5714 33 67 49 88 5816 88 *4 S2_Sroadwey Kew 
PE RN 5 oes ovcidie. a bs ioip Sco .tvasa one 5 % 
FOMNE-ORANVIND co cece se sccescse CBR 39 9914 3814 129 88 1164 2 Se 
K —_ - ——- 
Ee ee ae reer ee 214% 1154 1814 10% 2554 14°4 1934 * 50 t t 
ES ere 231% 16 3036 13%; 495, 2814 4814 1.20 
Kroger Grocery & Baking........... 3354 2314 321% 2214 28 1938 20%4 1.60 hves men vice 
L . ° 
Nic Vo ts B13; 9881S A,B, «15%K AT a Analysis of Present Holdings 
Libbey-Owens- Ford. ipnan a ete kote a a3 4914 oat on en as? 8 : 
iienest & Myers Tob. B....... +... 37° 2052 =. Z 311; 627%, 43 5714 >} Full Lots Odd Lots 
Loose-Wiles Biscuit................ 44% 334 414 33, 45 40, 40, ‘ 2 
seat eie sions aie sax My 34 615 \% % % 4 Dunscombe & Co 
e 
M : : 
_ i... “EEO Pe Pers Cr o% 38% oers wars en ar 4256 : Members New York Stock Exchange 
BR BUNEIO ois -5 sores in:n's sioieiesice 4 4 14 % % 2 y 
Mathieson Alkaii.../.... 1.12.1... 4034 © 931g. «387% «= 883g, 871g. BTig, «3534 1.50 60 Broad Street New York | 
Oe a ere 4534 30 5734 35% 60 4314 59 5 ee —— =aibeivaaaanainen 
T OCTOBER 10, 1936 793 














Is Market Dead 
Until Election? 


—or should your funds 
now be invested in 
long-pull holdings? 





Summary of situation and out- 
look sent gratis. Address: 


Babson’s Reports 


Dept. 21-77. Babson Park, Mass. 





























\ Fall fabrics for 


) perfect custom 
tailoring now 


suits start from 





EIGHTY-FIVE 
DOLLARS 
Phone’ Bryant 


9-7495 for an 
appointment. 


SHOTLAND ano SHOTLAND 


574 FIFTH AVENUE. NEW YORK 









i 

showing. Business : 
i 

f 


x 





INCREASE YOUR 


DIVIDENDS 


WITH UTMOST PROTECTION 


Each account insured up to $5,000.00 
by Federal Savings and Loan Insurance 
Corporation of Washington, D. C. 


We invite you to become a member of 
this installment thrift —— pay- 
ing dividends since 1888 


Last Dividend 

it 30th. 3% 
+ West Side Federal Savings 
and Loan Association 


623 Empire State Building 
New York 


Call, write or telephone 
CHickering 4-8128 











| 


| 
| 
| 
| 





























New York Stock Exchange 
Price Range of Active Stocks 


Industrials and Miscellaneous (Continued) 





1934 1935 1936 soot yt 
—_—__o FO e er 
M High Low High Low High Low 9/30/36 Share 
McIntyre, Porcupine .. eT 3014 4556 3334 493, 3914 40 
McKeesport Tin Plate. aCe 79 131 9014 118}. 85 90'< *4 
lS ae 3434 201% 4254 24% 6417 405% 591, $8.25 
Monsanto Chemical................ 96% 39 94%, 55 103 79 99 ws | 
Mont. Ward & Co.................. 3554 20 407% 2134 507% 3534 48). .80 
N 
aac Boog BK OB, BY BY ad 
G) iscui Eee ek he ee \ y 8 44 % 2 2 
National Cash Register. Perey tats 935, 12 2816 181, 30 211, 25 50 
National Dairy Prod................ 1834 13 22! 127% 2844 421 247% 1.20 
ee ee SG in bo sinacee a 16 3416 231 385 -nf4) i. a R 
ational Lea eeeaeen ss REE 5 a sisi 3134 3% 54 : 
Batons Bower Daeet:..........;. 184 Ris) 14% by gers Bs) 13% ‘2 
FE RE 4, 415 334 3% 4 4 : 
i ME MOD 5 ac) so 0's a oo 6 b:000 00 @ 2834 11% 3614 1814 6414 3215 6414 t.50 
North American...... Porakess : 2514 104% 28 9 35! 23% 3144 
= ae a PMUMSa he sebsseee oon 19%¢ 1214 Ba 1114 Rt an 2714 . 
wens int hiedanthanehekae 94 60 9 
Pp 
Pacific Gas & Electric . eT e. | 123¢ 315¢ 13}; 41 3034 3615 1.50 
Pacific Lighting. BOGS eu hte ee 205, 56 19 5834 475, 631, °2.40 
—— a, Car. ale a ain 654 234 wu”? 34 ani? $% ac $.25 
8 ee rere 234 3% ; 34 ai 
Penney (J. = Tree re 6114 8437 5714 93 69 91 $2.50 
Penick & Ford.. cas nada ooh 4454 81 64!5 73 60 6216 3 
Phelps Dodge....... Mivdseaava cca Me’ 1314 281¢ 1234 4014 255 385% t.75 
a ena ie cashes vscs 50 ee 1334 40 1334 493, 381; 41), | 
Pillsbury Flour Mills............... 3434 18} 38 31 3714 30 : 30 1-60 
paearmy co ROBY BY BY By, Bk BY Te 
Sf ne 34 ¥% A, 
Pullman...... eer 3514 §27% 2916 627, 36% 61%, 1.50 
R 
Radio Corp. of America . bomen neces 9\% 416 aoe 4 144% 934 1014 
Radio-Keith-Orpheum .. ere 44% 1% 1% 914 5 1275 
Raybestos-Manhattan.............. 23 1414 301, 1614 38144 28% 35 1.60 
Remington Rand................... 1334 6 205, 7 23%, 1714 183, *.60 
Republic Steel . c<seace 10% 20%4 9 26%, 167% 23 ais 
Reynolds (R. J.) ) Tob. ch ee 5334 39%, 67 5514 585, 60 56 
Ss 
Lf eee 57 3814 46 3154 8514 27 301k 2 
Schenley Distillers................. 38% 17\4 5614 22 52 3734 4914 3 
an ES See 1% .. 9% . oes 46] ass re 
Sa St ere ° - ? 8 ? 7 
Shattuck (F.G.)..00 III] 13% 0 6&i(i‘iK OCT OT O88 50 
Shell Union Oil............. Sere || 4 6 16)4 54 24’, 14% 24 
Socony-Vacuum Corp............... 19% 1216 15%, 105¢ 17 121, 1314 .50 
a4 a eae peat a tetata tense a g 10; +4 +454 aid 4 ty) sa | 
piegel May Stern................. 763 64 % “4 
Standard Brands. . a eee ee 251; 174 19% 1214 18 143, 154 80 
Standard Oil of Calif. pia taal << ia“are bre essa 427% 2614 41% 2734 475, 35 6 | 
Standard Oil of Ind. eee | 2314 3336 23 40'; 3234 3734 ve | 
Standard Oil of “ly FSS 60)< 3914 623, 3534 70 §11¢ 605. ws | 
ee Ey ea 661, 414 683; 74 65 W114 3.80 
Stewart-Warner........ cawcw eine’ ee 4% 187 65% 2416 1614 20% * 50 
a ES ack falta sence as ais 4 ly si 4 i 7s sere “ 
un Oi Se an ee nr 2 % 4 8 
= 
Texas Corp.. ROSIE ELLE 195; 3014 16), 40 287, 363, "1 
Texas Gulf Sulphur. ||...) 12. !) 434, 30 36%, 283, 391, 33 35% 2 
Tide Water Assoc. Oil. :cneeh oe 8 15% 75% 19'¢ 14% 184 .60 
eyo Roller Bearing ........ coektsare 41, 24 12/4 ($4 134 7, 4 é = 
CS eee 6: 3 814 y Ye 954 q 
Twentieth Century-For....|....... .... vues BA%QeCOABe”:Ci«éSG:CRT OH, tt 
U 
Underwood-Elliott-Fisher........... 587, 36 8714 633, 99 7454 8114 3 
Union Carbide & maamen eases ee 3574 754 44 100 715% 97 2.80 
Union Oil of Cal. see 11% 24 1454 2815 20%4 21% 1 
United Aircraft .. pies SW aie vat Bao 02 814 30%¢ 9% 323¢ 205, 24), we 
er Carbon... 503 ft 7 46 8944 68 I 3 
nited Corp 87 g 34 14 94 535 9 . 
uate ge vi og gs ge gk ae ae 
nit 3 ae 4 2 8 2 § 
United ne ot baa iwb okies oe aces ou 20% 114% 18'4 9% 19\4 143% 15); 1 
U.S. Gypsum... |... a = = 401, 10115 801, 9915 2 
U. S. Industrial Alcohol.. coecxne 32 5054 35% 59 314 341, res 
- ag AA eae 1515 22% 14%4 56 21% 50 1.50 
So eS eee 24 11 17% 9% 35 1634 3415 i 
U.S. er aaa Ref. & Mining....... 141 9654 12414 91%4 9614 7214 84 4 t10 
3 yee pee 59% 29% 5054 274 73% 46% 70 ae 
U.S. Steel Pfd. Sian ke Ork 5-2 9914 6714 119144 7354 14034 11514 139 4 
¥ 
ae er eee eee eee 3134 14 2134 114% 27% 1614 2314 
Ww 
Warner Brothers Pictures . Teor ot 234 1034 214 1454 914 1314 a 
Western Union Tel.. Nepean 291% 114 2054 95 723 86 t 
Westinghouse Air Brake .. Ee tite ts Bieta 36 15% 3534 18 48\4 34% 43 ¥, 1 
Westinghouse Elec. & Mfg.......... 474 27% 98%4 3254 147 9414 14054 4 
_ | RTS Sah a 5514 414 6514 51 “ 66°4 4434 5314 4 2.40 
Worthington Pump & Mach......... 31% 13% 25% 11%4 35'4 23% +48 ms 
Wrigley (Wm., 7s... kheso. 6416 82% 7334 79 63 617 *3 


* Annual Rate—not hehe extras. {Paid last year. { Paid this year 


794 When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 





pai 
ex] 
ne\ 
ove 
the 
sto 
an 
the 
aft 
rec 


doy 


sig: 
sta 
sto 
tio: 
anc 


ual 
cat 


cat 
sto 
tha 


po: 


lev 
an 


Oc 


vd 


ae- 


OOh wre 


-- OCOFrFrFOWOO: 


= be @ be 


a 


aoe we ww 








Understanding Today’s 
Market Fluctuations 


(Continued from page 777) 











the use of a chart as an aid to specu- 
lation is in the case of Douglas Air- 
craft. There is presented with this ar- 
ticle a graph showing the price and vol- 
ume movements of this speculative se- 
curity daily for the year 1936 to date. 
In the early part of the period charted, 
the stock experienced a sharp run-up 
from the 55 level to over 75, and then 
fluctuated just below this price until 
the general April decline set in. 
Douglas, of course, being a popular 
trading medium, was to be found in 
a large proportion of margined ac- 
counts and, therefore, was fully sub- 
ject to the factors that helped bring 
about the April slump in the more 
speculative list; that is, increased mar- 
gin requirements, and the rules of the 
S E C which resulted in “restricted” 
stock brokerage accounts. During the 
month of May and the greater part 
of June, however, turnover in the stock 
was greatly curtailed and the price 
crept slowly upward. Evidently there 
was no stock pressing for sale at these 
prices. Meanwhile, earnings of the 
company had not been particularly im- 
pressive, but the long-term outlook was 
most promising in the opinion of avia- 
tion enthusiasts. Plant was being ex- 
panded rapidly and the company’s or- 
ders for both commercial and military 
planes had mounted substantially. But 
part of the necessary financing for 
expansion was carried out by sale of 
new stock to stockholders. Optimism 
over the outlook for the company, and 
the strong technical position of the 
stock in the market, finally resulted in 
another fast run-up in the stock in 
the latter part of June and in July, 
after which a normal technical cor- 
rection occurred marking the price 
down to about 69 by the middle of 
August. 

The technical action of Douglas 
Aircraft from the middle of August 
to September 15, 1936, was highly 
significant in its implications as to the 
state of supply and demand in the 
stock. Prices traced a series of fluctua- 
tions that clearly established a resist- 
ance level in the neighborhood of 75. 
Meanwhile, successive low points grad- 
ually worked higher and higher (indi- 
cated on our chart by 1, 2, 3, 4, and 
5). Here was a rather definite indi- 
cation in the market action that the 
stock was under accumulation, and 
that, sooner or later, the technical 
position would reach the point where 
a breaking through of the resistance 
level of 75 might be expected. Such 
an occurrence, after what had gone on 
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Is YOUR HOUSE Also a 
Museum Specimen? 


NOT from the outside, perhaps — but what of the in- 
side? You would not drive a 1920 automobile; it would 
be obsolete and inadequate for modern service. Houses 
become obsolete too. Your house, if it is more than 
15 years old, is probably almost as inconvenient inside, 
compared with ‘‘New American’’ standards, as this 
outmoded museum specimen. 

Now, in 1936, your family should be living in a truly 
modern, a ‘‘New American,’ home. Scientific planning 
of rooms saves steps and lightens housework. Electric 
servants work for better health and greater comfort 
for the whole family. ‘“‘New American’’ living costs 
are even lower than in your present home. This is not 
a dream house, but a home you can own—one to be 
proud of. General Electric, by fostering ‘New Ameri- 
can’’ demonstration homes, opens the door to new 
living comforts for you. 


‘‘New American’’ is not an architectural style—it is a 
new conception of living. For information on how to 
obtain ‘‘New American’’ comfort, convenience, and 
economy—in your present home or in a new house 
write to the General Electric Home Bureau, 570 
Lexington Avenue, New York, N. Y. 





Labor-saving appliances, developed by General Electric research and 
engineering, are brightening the home life of America 
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before, would be a technical signal of 
great near-term significance. On Wed- 
nesday, September 16, the stock rose 
quickly and decisively through this re- 
sistance level on substantially higher 
volume, and since that time has been 
a market leader at new all-time high 
prices. 

Here was a case where company and 
industry developments were not so 
clearly indicative of near-term gains 
as to make it everywhere apparent 
that the stock was cheap on its merits 
and should sell higher. But to almost 
everyone schooled in the art of inter- 
preting market action, to those who 
had acquired the “feel” of the market, 
the technical action of Douglas Air- 
craft was extremely promising (re- 
gardless of consideration of outside 
factors which appeared to be of incon- 
clusive character), and a profitable 
commitment could have been intelli- 
gently made on the basis of technical 
action alone. 
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Consumer Co-operatives Are 
Growing 
(Continued from page 759) 








ment is the Consumer Distribution 
Corporation, founded by Edward A. 
Filene, the Boston merchant and philan- 
thropist, which has as its objective the 
organization of a league of co-opera- 
tive department stores. No such stores 
have yet been opened, but efforts are 
being made to interest consumers in 
several cities to subscribe to $10 shares 
with which to buy an existing depart- 
ment store or start a new one. The 
plan is eventually to have all such 
stores buy through a mutual purchas- 
ing agency. The organization’s board 
of directors includes some of the best 
known names in the co-operative move- 
ment, and Mr. Filene is said to have 
offered heavy financial support. This 
effort is significant but as yet is only 
potential rather than actual. 

Interest in co-operation has also been 
stimulated by a number of Protestant 
churches who last year sponsored a 
lecture tour by Kagawa, the Japanese 
Christian and co-operative leader, but 
so far as is known the churches have 
confined their activities to educational 
work and have not actually established 
any co-operative stores. A great deal 
is being published about the virtues 
and future of consumer co-operation, 
and there is no doubt that interest is 
growing. 


Strong in Wisconsin and Minnesota 


The backbone of the movement is 
among the Finns in Wisconsin and 
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Minnesota, where it has been operating 
for a generation or more. These people 
have a rather extensive system of gen- 
eral retail stores, chiefly in small towns 
and at crossroads, handling staples and 
medium and low-priced grades of many 
lines of consumer goods. They sell to 
anyone, and members are not pledged 
to support their stores. Each retailer is 
autonomous, but most of them belong 
to the Central Co-operative Whole- 
sale of Superior, Wis., which has its 
own bakery and coffee roasting plant, 
puts out its own brand of cereals and 
some other products, and in 1935 did 
a wholesale business of more than 
$2,000,000. 

In some of the smaller towns it is 
true that the Finnish co-ops have 
crowded out both chain and indepen- 
dent retailers, but on the other hand 
many co-ops have folded up and ceased 
operation. Persons who have visited 
the region say the co-ops are generally 
unattractive and that the managers are 
poor merchandisers. Local residents 
shop around among the co-ops and 
other retailers in an effort to get the 
best prices day by day. The strength 
of the movement is said to be the racial 
clannishness of the Finns, their pov- 
erty, their inheritance of European co- 
operative methods, and their dis- 
trust of businessmen of other nation- 
alities. The Americanized generation 
of Finns is said to be apathetic toward 
the movement. In many places the 
co-op maintains a social hall and pro- 
vides about the only recreational facili- 
ties in the community. The Finnish 
group of co-ops spends considerable 
funds for education, maintains summer 
camps for children, a school for store 
managers, broadcasts radio programs, 
and publishes papers in English and 
Finnish. 

While this Finnish group of co-ops 
is the “Exhibit A” of the American 
co-operative movement, it is clear that 
much of the strength lies in other fac- 
tors than the annual savings repre- 
sented by patronage dividends. In 
many, though not all, of the other 
successful consumer co-ops in this 
country, the members have some com- 
mon bond, such as race, employment, 
farming, religion, or low income. 
There are many exceptions, such as 
the co-op of the faculty members of 
the University of Wisconsin, but in 
general the families of medium incomes 
and above prefer to shop around for 
today’s bargains and are not much in- 
terested in the possibilties of a cash 
patronage dividend at the end of the 
year. 

The oil industry in the last few 
years has offered a fertile field for 
the consumer co-operative movement, 
chiefly because not much specialized 
merchandising skill is required, equip- 
ment is simple, and the retail sales 


margin is sufficient to permit worth- 
while savings. There are successful 
retail oil co-ops in many cities, but the 
largest are those which make tank 
truck deliveries of kerosene and tractor 
fuel to farmers. Filling stations are 
usually unpretentious and located off 
the main traffic arteries. There are 
several oil co-operative wholesalers, 
some of them quite large, with their 
own blending plants and _ private 
brands. One of their selling points, 
as in other lines of co-operative dis- 
tribution, is that buying is done on 
specification and members know exactly 
what quality they are getting without 
any advertising ballyhoo. 

The consumer co-operative move- 
ment in this country is taking many 
forms. There are rural electrification 
societies, rural telephone lines, burial 
associations, lending libraries, power 
projects, feed, fertilizer, livestock 
breeding, seed, baby chick, dairy, in- 
surance, coal, oil, bakery, restaurant, 
housing, hospital, and credit projects 
run co-operatively, in addition to gro- 
cery and general-merchandising stores. 
The development of credit unions is a 
story in itself. Many books and pam- 
phlets have been written recently glor- 
ifying the success of various types of 
co-ops. 

These writings relate some glowing 
“success stories” of how certain co-ops 
have started with a few dollars and 
developed into huge manufacturing 
and distributing enterprises, how they 
have bested their private competitors 
who fought them with price wars or 
shut off their sources of supply, how 
the movement is growing, growing, 
growing. It is very interesting read- 
ing, and if these success stories are 
typical the co-op movement is a real 
threat to private capital. 

But the fact remains that to date 
the co-op movement as a whole is 
small, scattered, feeble, halting, how- 
ever vigorous and aggressive certain 
units may be. Some authorities esti- 
mate that all types of merchandise 
consumer co-ops do a total business of 
about $1,000,000 per day. The Ameri- 
can Retail Federation estimates that 
co-operative retailing in competition 
with private stores is less than one- 
half of one per cent of the country’s 
total trade. 

There are many difficulties in co- 
operation, admitted by its more ana- 
lytical supporters. Chief is indiffer- 
ence of members. A small group where 
all members attend meetings and take 
an active interest in the business is 
generally successful. In larger co-ops 
only a few participate, and the busi- 
ness falls prey to factions, bureaucracy, 
nepotism, autocracy of managers, and 
all the evils of any large organization 
of humans. These evils increase as 
the movement branches out into whole- 
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saling and manufacturing; it tends to 
become unwieldy and slow of action, 
and in addition is subject to all the 
hazards and difficulties of ordinary 
business. Good men are hired away by 
private business. Much depends on 
the personalities of the executives. 

Co-ops have competition among 
themselves, labor troubles, credit dif- 
ficulties. | Enthusiasts deplore, but 
soft-pedal, the failure of co-ops to co- 
operate among themselves. They sel- 
dom actually compete, but they over- 
lap, setting up rival wholesale and 
manufacturing plants, where a single 
one might be more efficient. There are 
several national associations which at- 
tempt to allay these difficulties and 
promote the cause of consumer co- 
operation, such as the Co-operative 
League, founded in 1915, which gives 
an idea of the age of the co-op move- 
ment. 

Is the co-op movement on the brink 
of great expansion, and can the fed- 
eral government aid the movement? 
Though far from formidable, the co- 
ops are growing, and the rate of 
growth in the last few years is accel- 
erating. In a few places and in a few 
lines of enterprise, particularly oil, 
co-ops have become serious competi- 
tors of private business, yet they have 
a long and difficult road to travel be- 
fore they can begin to challenge the 
national business structure. 

The government can aid, as it aided 
the farm marketing co-ops, by advice, 
education, propaganda, tax-exemp- 
tion, and by financing with grants or 
credits. Thirty-two states have spe- 
cial laws for the incorporation of non- 
profit consumer co-operatives, and 
many give special tax treatment and 
assist in organizing and in maintaining 
good business methods. But all this is 
largely psychological aid; a co-op must 
deliver a really worth-while service in 
competition with private business if it 
is to succeed. 

Leaders in the movement admit that 
the most important thing is the co- 
operative spirit, and it is a question 
whether such exists in the United 
States today among the population as 
a whole. Education may bring this 
about, but it is a slow process. 

Another interesting thing is that 
consumer co-ops have been most suc’ 
cessful when organized from the bot- 
tom up rather than from the top down; 
that outside assistance and ballyhoo 
has hindered them more than it has 
helped; that government interference 
is a hampering force; that availability 
of credit outside its own built-up re- 
serves has frequently brought failure to 
a co-op venture. 

From a short-time view it would ap- 
pear that business as a whole has little 
to fear from the consumer co-opera- 
tive, except in isolated cases where 
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THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 


Statement of Condition, September 30, 1936 


RESOURCES 

Casu AnD Dug From Banxs . . . . . .$ 761,871,603.45 
U. S. GoveRNMENT OBLIGATIONS, DIRECT AND 

FULLY GUARANTEED. . . . «4 « «© «© = 765,601,423.48 
State AND MunicipAL SECURITIES . . ee 92,284, 190.54 
OrHerR Bonps AND SECURITIES. . . . . . 182,358,460.75 
Loans, Discounts ANDBANKERS ACCEPTANCES  661,968,786.91 
Banxinc Houses . . . 2. 2 1 6 2 6 37,796,134.61 
(OTHERUREAT ESTATE 4 5 0 0 ee 6&8 4,184,996.72 
NICREGMNGES! 5." S. on -: <5) ) 5) Se ees 9,310,861.59 
Customers’ AccepraNceE LIABILITY . . 6 14,835 ,804.61 


OTHER ASSEI® 4. o a 6% « so Ss 38,218,048.83 
$2,568,430,311.49 





LIABILITIES 
CapiraL Funps: 


Common Srock . $100,270,000.00 


SurpLus . . . 6 « « 100,270,000.00 

Unpivipep Prorits . 20,963,373.00 
$ 221,503,373.00 
RESERVE FOR CONTINGENCIES . . . 2. 4 12,544,319.82 
RESERVE FOR TAXES, INTEREST, ETC. «© « ¢ 1,060,559.34 
DEPORMTS Gaon ee ee 2 Q9ORBERSS 27 
ACCEPTANCES OUTSTANDING. . . . 2. 6 16,825,585.31 

LraBiLiry AS ENDORSER ON ACCEPTANCES AND 
FOREIONSDILUS: 5060 www 6,981 ,785.49 
OrnemiETABINITIES; . + & <« «© © © & % 18,625,833.26 


$2,568,430,311.49 





United States Government and other securities carried at 
$97,141,921.44 are pledged to secure public and trust deposits 
and for other purposes as required or permitted by law. 


Member Federal Deposit Insurance Corporation 
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special factors are conducive to co 
operation. If co-operation is to become 
universal it will require at least a full 
generation of education and slow 
building. 

We have consumer co-operatives in 
this country. We always have had 
some, always will. Other countries 
likewise. They may grow, perhaps 
rapidly, and the government may aid 
somewhat. They may cause some 
changes in business methods, prodding 
private business to try to give the con- 
sumer more for his dollar than the 
co-op offers. But the co-op is not much 
of an immediate threat to most lines 
of private enterprise. 





= = 





Profit Possibilities in 
Speculative Bonds 


(Continued from page 775) 








first mortgage 5!/, per cent bonds of 
General Steel Castings are outstanding 
in the amount of $17,000,000 and are 
secured by a first mortgage on two of 
the company’s important plants. Al- 
though clearly a second grade issue, 
present indications are that their posi- 
tion should become increasingly 
stronger. The liberal yield which 
the bonds offer should appeal to the 
investor in a position to acquire this 
type of security. 

The spread of about 14 points be- 
tween the high and low for Interna- 
tional Tel. & Tel. 5’s 1955 this year, 
reflects, on the one hand, the steady 
improvement in the company’s earn- 
ings for more than two years and, on 
the other, the uncertainties aroused by 
the political violence in Spain. Grant- 
ing, of course, that the destruction of 
property and equipment coupled with 
the threat of possible confiscation of 
all facilities within the Spanish bor- 
ders, are not calculated to invoke 
equanimity, the actual effects upon In- 
ternational Tel. & Tel., as a whole, 
would probably be much less than sug- 
gested by the substantial decline which 
has taken place in the company’s 
securities. The company’s wide flung 
operations throughout the world have 
given it considerable experience in the 
matter of foreign politics and interna- 
tional exchange and revolutions and 
political upheavals are not new to the 
management. While not gainsaying 
the importance of the Spanish subsidi- 
ary, it is significant to note that the 
company’s consolidated earnings from 
other subsidiaries last year would have 
been sufficient to cover fixed charges 
1.25 times without the aid of any in- 
come from its Spanish properties. 
Therefore, while the implications of 
recent rebel victories in Spain are fav- 


crable to L.T.&T., regardless of the 
ultimate outcome, the company’s losses 
should not be irreparable. Meanwhile 
operations, particularly in the equip- 
ment manufacturing division, in other 
countries continue to improve. The 
devaluation of gold bloc currencies may 
result in some temporary shrinkage of 
income, unless the company has 
hedged against this contingency, but 
in the long run stabilization of world 
currencies will work to the company’s 
advantage, the assumption being that 
the withdrawal of foreign balances, 
long a problem to the company, will 
be greatly facilitated. Consolidated 
funded debt of I.T.@T., amounts to 
about $142,000,000, of which the issue 
in question is outstanding in the 
amount of $50,000,000 and ranks 
equally with the other two debenture 
issues. Bank loans at the end of last 
year amounted to some $27,000,000, 
including more than $23,000,000 bor- 
rowed by operating subsidiaries. Early 
this year, the company was contem- 
plating the sale of $35,000,000 4 
per cent debentures for the purpose 
of funding bank loans and a portion 
of the 4/2’s due in 1939, but the sale 
of new debentures has been deferred 
pending clarification of the outlook. 
Although an important factor in inter- 
national communications, the company 
derives the major portion of its reven- 
ues from the sale of electrical communi- 
cation equipment, demand for which 
should continue to expand with world- 
wide business recovery. The com- 
pany’s importance coupled with its 
favorable record under normal condi- 
tions, and the possibility that current 
uncertainties may prove largely un- 
founded and of comparatively short 
duration, lend considerable specula- 
tive attraction to the debenture 5’s 
1955. 

As one of the foremost units in the 
anthracite coal industry, Lehigh Valley 
Coal has, of course, been subject to the 
same adverse conditions which have 
been a drag upon the entire coal indus- 
try. Competing fuels such as natural 
gas and oil have made consistent gains 
at the expense of anthracite. Re- 
cently, however, the industry has been 
putting forth more aggressive efforts 
tc meet this competition, and some 
measure of the success of this campaign 
is afforded by the substantial upturn 
in the sale of automatic stokers. The 
total funded debt of Lehigh Valley 
Coal amounts to $16,185,500, of which 
the first and refunding 5’s 1974 are 
outstanding in the amount of $3,000,- 
000, while property has a depreciated 
value of nearly $25,000,000. There is 
also a collateral note for $2,400,000 
outstanding. The life of the com- 
pany’s property has been estimated at 
more than 100 years and although the 
company is not one of the lower cost 


producers, charges normally are earned 
by a fair margin. In the first half of 
1936, net profit after all charges, de- 
preciation and depletion, amounted to 
$572,132, comparing with $475,575 in 
the same period of 1935. The com- 
pany is now entering its season of 
greatest activity and evidence of fur- 
ther improvement in earnings would 
seem to warrant higher levels for the 
company’s various bond issues. 








Aviation Begins to Earn 
Money 


(Continued from page 762) 








of American aviation. A great deal of 
this antipathy is inspired by aliens who 
want to break down the American in- 
dustry and lead the Government to buy 
its aircraft from abroad. Some effort 
will be made to have all service aircraft 
built in Government plants, chiefly be- 
cause that would retard if not ruin the 
industry and at the same time deprive 
the Government of needed equipment. 
Why should anybody want to do such 
a thing? To pave the way for future 
purchases of foreign equipment. Eu- 
ropean Governments having expanded 
their aircraft industries to maximum 
production could not complain if their 
nationals helped keep their plants at 
peak efficiency by selling obsolescent 
models to Americans. That trick has 
been tried at intervals and with varia- 
tions ever since the armistice. 

No attempt to harm the industry will 
succeed. Nearly every possible effort 
has been made during the last three 
years. Nearly all Democrats are fa- 
miliar with the situation, and they will 
not permit destructive legislation. The 
Republicans will nourish the industry, 
because it was built up during Repub- 
lican administrations. No matter how 
the political wind blows aircraft manu- 
facturing should be relatively free from 
interference during the next decade. 

Those on the inside, familiar with the 
management and plans for the imme- 
diate future as regards nearly all manu- 
facturing organizations, might pick sev- 
eral companies as g bets, among 
them being Curtiss-Wright, United Air- 
craft, Boeing, Douglas, Lockheed, 
Waco, Consolidated and North Ameri- 
can Aviation. In air transport United 
Air Lines, Transcontinental & West- 
ern Air, American Airlines and East- 
ern Air Lines (North American Avia- 
tion) possess fair prospects for the long 
pull. The business of building and 
operating flying machines will grow 
steadily from now on, and there should 
be no retrogression among well-man- 
aged companies. And they, after all, 
are the only companies that should sur- 
vive the careful scrutiny of the investor. 
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Look to the Oils With 
Confidence 


(Continued from page 773) 








words, and we believe accordingly that 
the actions of these companies are a far 
more reliable index of their belief in 
the future, than the numerous com- 
ments which are heard from time to 
time relative to the outlook for the 
industry, which are generally of a 
mixed nature. When the major organ- 
izations back the future with their own 
money, oil company stockholders may 
well adopt a cheerful attitude with 
reference to their security holdings. 


Marketing Developments 


One of the outstanding recent de- 
velopments in the domestic oil industry 
has been the growing movement on the 
part of large integrated companies in 
readjusting their relationships with 
their marketing subsidiaries, a move- 
ment made necessary largely by state 
“chain store” tax legislation. 

As this movement continues, it will 
take the large companies out of the 
marketing field and leave the field in 
the hands of independent service sta- 
tion operators. The major companies 
will then be forced to estimate their 
gasoline earnings on the basis of tank- 
wagon deliveries, with the question of 
dealers’ margins, as between tankwagon 
and retail quotations, largely out of 
their hands. This development will 
probably be welcomed by most of the 
leading marketing companies. 

It is pointed out that irrespective of 
the legal ownership of the retail out- 
lets, the same organizations will repre- 
sent the chief source of gasoline supply 
as in the past. For this reason, no 
major upset in the marketing machin- 
ery of the oil industry is anticipated. 

In connection with the gasoline situ- 
ation, it appears that the current pic- 
ture is not as satisfactory as could be 
desired. Wholesale prices in June of 
this year had reached the best levels 
since the depression, but still below 
what oil interests have considered “nor- 
mal.” Since June, however, there has 
been a slight shading of quotations 
both in the wholesale and retail mar- 
kets. The situation is not believed to 
have reached the proportions of a defi- 
nite trend, however, and many market- 
ers believe the next move will be of a 
reassuring nature, basing this belief on 
what they regard as a relatively strong 
production situation. Stocks of both 
crude oil and gasoline are regarded as 
in exceptionally strong hands at the 
present time. 

Oil company stockholders may look 
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Condensed Statement, September 30, 1936 





RESOURCES 
Cash on Hand, in Federal Reserve Bank, and 
Due from Banks and Bankers . . $ 439,797,700.91 








Bullion Abroad and in Transit 10,911,393.00 
U. S. Government Obligations 750,329,192.17 
Public Securities . . 52,000,813.78 
Stock of the Federal Reserve Bank 7,800,000.00 
Other Securities . . 25,324,141.12 
Loans and Bills Purchased 603,577,723.80 
Items in Transit with Foreign Branches. 5,450,155.67 
Credits Granted on Acceptances 27,457,244.60 
Bank Buildings. eR a, 13,345,558.39 
Other Real Estate : 477,933.63 
Real Estate Bonds and Mortgages. 2,345,452.93 
Accrued Interest and Accounts Receivable. 14,197,072.38 
$1,953,014,382.38 
LIABILITIES 
Capital. . . $ 90,000,000.00 
Surplus Fund . . 170,000,000.00 
Undivided Profits. 8,070,734.80 





$ 268,070,734.80 
Dividend Payable October 1, 1936 . 2,700,000.00 
Miscellaneous Accounts Payable, Accrued 


Interest, Taxes, etc. 27,332,489.67 


Acceptances : $39,464,439.12 
Less: Own Acceptances 
Held for Investment 12,007,194.52 





27,457 ,244.60 
Liability as Endorser on Acceptances and 
Foreign Bills . 
Agreements to Repurchase Securities Sold. 
Deposits . . $1,599,850,218.51 
Outstanding Checks 19,406,209.80 


6,778,035.00 
1,419,450.00 





1,619,256,428.31 
$1,953,01 4,382.38 
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to the future with the utmost confi- 
dence. Practically every important de- 
velopment in the situation points to 
this. 

The year 1936 should prove more 
satisfactory than many imagine. While 
the final quarter will not be as good 
as the third, there is every indication 
that many stockholders will benefit by 
year-end dividend disbursements in- 
fluenced partly by recent income tax 
legislation. Net earnings of a number 
of the leading oil companies are ex- 
pected to warrant such disbursements, 
over and above regular dividend pay- 
ments. 

At least nothing in the present situ- 
ation would appear to warrant a bear- 
ish attitude. Any unfavorable change 
which might unexpectedly materialize, 
would probably originate entirely out- 
side of the oil industry, but the trend 
toward increasing employment of mo- 
tor vehicles, airplanes, home oil burn- 
ers and Diesel engine equipment 
throughout the world has gathered such 
great momentum during recent years 
of recovery as to seem unstoppable. 
Meanwhile, it seems a logical assump- 
tion that the millions of dollars pour- 
ing into the oil industry each day 
through cash sales of its hundreds of 
products, will ultimately place the in- 
dustry as a whole in a position emi- 
nently satisfactory to oil company 
stockholders. 








This is the Season for Liquors 
(Continued from page 779) 








less than $7,000,000. Net profit last 
year declined about $4,000,000 to 
$7,009,238, equal to $3.44 a share for 
the 2,036,897 shares of capital stock. 
Thus far this year earnings have con- 
tinued to lag behind, net for the first 
six months having been equal to $1.35 
a share against $1.41 in the same peri- 
od a year ago. Recently, the company 
reduced the prices of its two leading 
brands of bonded whisky 18 per cent. 
Apparently National Distillers plans 
to concentrate more and more on pro- 
moting the sale of bonded whisky, in 
which field the company will be repre- 
sented by a number of old and well- 
known brands, and in the next and sub- 
sequent years sales and profits may 
make a more impressive showing. In 
the meantime, dividends of 50 cents 
quarterly are reasonably secure and the 
shares at 31 return a liberal yield. 


Hiram Walker's Earnings Rise 
The favorable implications to be 


drawn from the recently-announced 
intention of the company to retire 


$2,000,000 of 41% per cent debentures 
and a sustained upturn in current 
earnings account for the fact that the 
common shares of Hiram Walker- 
Gooderham & Worts are selling some 
15 points above their 1936 low, and 
close to their high. The company’s 
fiscal year ended August 31, last, and 
the complete report is not yet avail- 
able. It is a safe assumption, however, 
that profits registered a substantial gain 
over last year. Net for the nine 
months to May 31, last, was equal to 
$5.02 a share on the 660,000 shares 
of common stock, or more than was 
earned in the entire 1935 fiscal year, 
when profits were equal to $4.10 a 
share. Dividends were initiated on the 
common earlier this year and have 
since been maintained at the rate of 50 
cents quarterly. A higher dividend or 
a liberal extra is indicated, however 
not only by the current level of earn- 
ings, but the action in retiring a portion 
of the $8,000,000 debenture issue sug: 
gests that the company has more than 
sufficient working capital for its im- 
mediate needs. The company, a promi- 
nent Canadian enterprise, now has a 
producing capacity of about 30,000,000 
gallons annually in the United States 
and is rated the largest producer of 
gin. Higher-priced brands of whisky, 
such as Canadian Club and Imperial, 
are among the largest sellers in their 
class. Ahead of the common are 
460,818 shares of $1 preference stock. 


Distillers-Seagrams Plans Enlargement 


For the fiscal year ended July 31, 
Distillers Corp.-Seagrams reported 
earnings equal to $2.41 a share on the 
1,742,645 shares of capital stock, com- 
paring with $5.05 a share earned in 
the 1935 fiscal period. The slump in 
earnings during the past year in the 
face of an increase in gross sales from 
about $55,000,000 to $60,000,000 was 
due principally to rebates to dealers 
following the lowering of Canadian 
duties. Lower retail prices also cut 
into profit margins, and the company 
appears to have lost some of the strong 
competitive momentum which it showed 
in the early days following Repeal. In- 
ventories of aging whisky at the pres- 
ent time amount to about 50,000,000 
gallons, of which 38,000,000 are in the 
United States. Bank loans aggregating 
$17,000,000 incurred in building up 
stocks and enlarging distilling facilities 
will be liquidated by the sale of $15,- 
000,000 new 5 per cent preferred stock 
bearing warrants permitting the pur- 
chase of common stock, share for share. 
After this financing an additional $5,- 
000,000 will be borrowed from banks. 
There has been considerable revamping 
of the internal organization, which ulti- 
mately may be effective in restoring the 
company’s earlier promise. 








Union Pacific—Railroad and 
Investment Trust 


(Continued from page '769) 








case of a railroad, however, there is not 
quite the same instability. A railroad is 
subject to Interstate Commerce regula- 
tions; it has its territory and what mo- 
nopolistic characteristics it has, it is like- 
ly to keep. This is not to say, of course, 
that the present favorable outlook for 
Union Pacific could not change. It could: 
for example, the railroad surcharges 
which expire at the end of this year may 
not be renewed. This would be some- 
thing of a blow. There might be another 
and even more serious drought next 
year which conceivably could raise hob 
with the freight and passenger trafhic 
in Union Pacific’s territory. All kinds 
of things might happen. Even s0, it is 
still contended that a railroad invest- 
ment should represent a shot made at 
longer range than most and, specific 
ally, that unless this technique is em- 
ployed in the case of Union Pacific, 
much of the potentiality will go un- 
appreciated. 

How long it will be before Union 
Pacific reports earnings similar to the 
$20 a share reported for 1929, or 
whether it will ever do so, does not 
lend itself to definite statements. We 
do know, however, that the road is 
run by men who fully realize that a 
railroad can no longer sit back and 
watch the shekels roll in. The plant, 
represented by track and rolling stock 
already in good condition, is being 
even more fully adapted to modern 
requirements. Mention has been made 
already of the light-weight Diesel 
trains, but Union Pacific thinks that it 
can improve on even these, new as 
they are, with a steam turbine electric 
and is expecting to take delivery of 
one developed by itself and General 
Electric early next year: In February 
this year an order for fifteen new-type 
freight locomotives was placed, equip- 
ment capable of handling heavy trains 
at speeds of sixty miles an hour. Then 
there are the tons of new and heavier 
rail that have been laid and the hun- 
dreds of freight cars that have been 
rebuilt and put in perfect condition. 
It is all costing money, of course, as 
attested by the increased maintenance 
charges, but who can doubt that it will 
prove to be worthwhile if only the 
traffic is there to get. We think that 
the traffic will be there. 








For special features in the 
next issue see page 747 








800 When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 





— = AO = 


= OL183 = i Ss ct SS 


-—- of ee eS 


nion 
the 
or 
not 
We 
3 as 
it a 
and 
ant, 
rock 
ing 
lern 
ade 
esel 
it at 


tric 

of 
eral 
ary 
ype 
1ip- 
Lins 
hen 
vier 


een 
on. 

as 
nce 
vill 
the 
hat 


su 








American Metal Co., Ltd. 
(Continued from page 781) 











hundred - and - seventy - nine thousand 
ounces was almost double that of 1933. 
On the other hand, last year’s silver pro- 
duction of forty-six million ounces was 
relatively little changed from that of 
1933 and the same may be said of zinc. 

American Metal’s operating income 
has not kept pace with the increase in 
the volume of the various metals 
handled. Indeed, operating income has 
moved materially downwards since 
1933 and it is evident that the com- 
pany’s profit margin on its own pro- 
duction and the business that it does 
for others has been considerably im- 
paired over the past few years. This is 
the more disappointing in view of the 
fact that metal prices generally have 
been moving forward. On the other 
hand, the decline in the profit result- 
ing from the company’s own operations 
has been more than offset by the great 
increase in “other income’—interest 
and dividends, etc., from investment 
holdings—which for last year amounted 
to $1,197,000, or almost double the 
figure reported for 1934. 

Total net income for 1935, after all 
expenses, depreciation, depletion, in- 
terest, taxes and other charges, totalled 
$801,527. This, after allowing for a 
year’s dividend requirements on the 6 
per cent cumulative preferred stock, was 
equivalent to 33 cents a share on 1,- 
224,585 shares of no-par common 
stock. The previous year resulted in a 
net loss of $232,000. 

The balance sheet of the American 
Metal Co., Ltd., as of December 31, 
1935, shows the company’s capitaliza- 
tion to consist of the common stock 
mentioned above, ahead of which there 
are 66,670 shares of convertible pre- 
ferred. Minority interests in subsidi- 
ary companies amounted to $828,000, 
subsidiary funded debt totaled $263,- 
000, while bank loans payable amount- 
ing to $300,000 were paid off this year. 

Giving effect to a dividend of four 
dollars a share paid the first of last 
month, the dividends accumulated on 
the preferred amount to fourteen dol- 
lars. So far this year twelve dollars a 
share has been paid on this stock, or at 
the rate of sixteen dollars a share for 
the year. Thus, current payments are 
being kept up and arrears liquidated at 
the rate of ten dollars a share annually. 
It is understood that the American 
Metal Co. expects to liquidate all pre- 
ferred accumulations in cash and at a 
rate at least as fast as it is doing at the 
present time. This would mean the 
elimination of all arrears on the pre- 
ferred in little more than a year from 
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THE NATIONAL CITY BANK 
OF NEW YORK 
Head Office : 55 WALL STREET + New York 


Condensed Statement of Condition as of September 30, 1936 
INCLUDING DOMESTIC AND FOREIGN BRANCHES 


ASSETS 


Cash and Due from Banks and Bankers.............. $ 425,618,074.07 
Gold Bullion Held Abroad or in Transit.............. 39,279,499.94 
United States Government Obligations (Direct or Fully 
RPTIROPEME ee eG ee At Ree oe nl foe 
peate ane Maumcipal Bonds... eich eee eee 
Other Bonds and Securities... .. 0... ....56. 2c ccc ee ees 
Loans, Discounts and Bankers’ Acceptances........... 
Customers’ Liability Account of Acceptances......... 
Stock in Federal Reserve Bank...................... 
Ownership of International Banking Corporation....... 
RoR AU RTE REEROMR EE cee stg Fic ira coc ser 0504 ahtaut 6.8 lore erw SS Shee 
Stems in Transit with Branches... . 0.2 .icsseccecscen 


564,098,858.58 
111,456,907.04 
109,923 ,948.03 
548,225,998.43 
20,784,372.23 
3,600,000.00 
8,000,000.00 
53,241,946.95 
2,318,786.14 


NM ERO ia ci coher eNe nes elle tale dco br Feee aio Here eeee ets 4,398,043.48 
MME aig ors SiS story wie: Siva aiale eel Ce icone BR ae $1,890,946,434.89 
LIABILITIES 
OR Be dn Sh aia nis ok tag unr macosneleielarn cies $1,705,290,380.61 
Liability as Acceptor, Endorser or Maker 
on Acceptances and Bills............. $50,074,492.89 


Less: Own Acceptances in Portfolio. 40,841,757.33 


Reserves for: 


. 9,232,735.56 


Unearned Discount and Other Unearned Income..... 3,893,262.79 
Interest, Taxes, Other Accrued Expenses, etc........ 7,379,694.24 
RMAMME ES TS oe sae SOS DAS ade OS 1,550,000.00 
LT 2 RRs en ee ee Reet $77,500,000.00 
UUREOTRERM CE cede 06g os athe 1c aes eleee sears. oly ale Dia 42,500,000.00 
WeGINIGed Proms... sss. se oe ea ees s 11,991,339.92 131,991,339.92 
i ios: | Sara oo ere ea eam prE ne oe 8 


Figures of Foreign Branches are as of September 25, 1936. 


United States Government Obligations and other securities carried at 
$113,987,182.79 in the foregoing statement are deposited to secure 
public and trust deposits and for other purposes required by law. 


Member Federal Deposit Insurance Corporation 





CITY BANK FARMERS 
TRUST COMPANY 


Head Office: 22 WILLIAM STREET, NEW YORK 


Condensed Statement of Condition as of September 30, 1936 


ASSETS 
OE og BTR Cyr re 
ERCATAD IMAC ACU OTICOS cs. 50s, ow. 5.608 wc'oie de oe ais a ora ba oa ee bd 
United States Government Obligations (Direct or Fully 
eR REREMNNIRCU rE eA coor tales SOS ohy. ok Bankr CF WUE E < 
Other Bonds, Mortgages and Securities............... 


$32,089,427.71 
9,176,533.94 


26,562 ,064.44 
31,826,926.73 


Stock in Federal Reserve Bank..................005. 600,000.00 
EUR NO MEE E  oe Ae  g for ond esas sche praia twig de sUetetneia alan 4,465,289.25 
ROP AMIN cs cia 5-0 rcral asina.ncssavans is id olasss micaligl scohags te cuarw ei ckes = _2,386,788.17 

UN Piano ntea nas Soak wend ats $107,107,030.24 

LIABILITIES 

OMT MSE Maks ost oPa A 2) etd ik As As Stra adh ecentnse Sietete Reese tens $82,137,320.06 
See) Ae ne ae eer ec es 1,575,985.16 
MEA re sao aie ine ws joc calico Sanaa bare ea wrdl ial ac aa Scie pm bee 10,000,000.00 
SO Ee ONT Er 10,000,000.00 
TRAN URN RIAU RUN 28595 5 5S Sats cb sg tanleiven ahaa cbc ce aa dee ena ; 3,393,725.02 

PRN is OEE Sint uae ce Bh ie Rare a lan ee Reece $107,107,030.24 


United States Government Obligations and other securities carried at 
$1,516,115.58 in the foregoing statement are deposited with public 
authorities for purposes required by law. 


Member Federal Deposit Insurance Corporation 
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now. Until December, 1939, the pre- 
ferred is convertible into common at 
the rate of one-and-one-third shares 
of common for each share of preferred. 
With the common selling around 
thirty-nine and the preferred around a 
hundred-and-thirty, only a sensational 
rise in the common would bring about 
conversion in the near future. Hence, 
assuming that it is to take a year to 
eliminate preferred arrears in cash, 
common stockholders can expect no re- 
turn for at least this period of time. 


So far as the common is concerned, 
a logical conclusion would run some- 
thing like this: here is a common stock 
which currently sells for thirty-nine 
dollars a share and on which the earn- 
ings for the first six months of 1936 
were equivalent to twenty-four cents. 
Because so large a part of this is made 
up of other income and because it is 
fair to assume that few of the com- 
pany’s investments distributed all 
they earned, real earnings, including 
equity earnings, might possibly be 
placed around fifty cents a share. Even 
on this basis, and allowing for the fact 
that common dividends are to be held 
up pending the liquidation of the ar- 
rears on the preferred, the common 
stock of the American Metal Co. is not 
an issue obviously cheap on its merits. 
However, there is no questioning the 
fact that it affords one a remarkably 
diversified stake in non-ferrous metals 
whose destiny seems clearly the scaling 
of new heights. Because of this, it is 
not without potentialities for substan- 
tial earnings. Therefore as a specula- 
tion looking towards the more distant 
future, it will not be hard to visualize 
its being profitable ultimately. 








Business Views the Coming 
Election 


(Continued from page 755) 








next administration will be to consoli- 
date the New Deal—not repeal it; to 
preserve and strengthen those parts of 
it which are constitutional and work- 
able; to revise and bolster up those 
parts of it which both sides concede, 
publicly or privately, to need revision, 
notably the social security act and the 
administration of relief. 

As for Roosevelt's present direction, 
his recent action in extending the olive 
branch to the utilities in an effort to 
work out a co-operative program that 
will not endanger actual private in- 
vestments must be regarded as signifi- 
cant. Conceding that it is a political 
gesture influenced by consideration of 
the coming election, the fact remains 
that it would not have been made at 


the time of the overwhelming New 
Deal victory in the Congressional elec- 
tions of 1934. It would not be made 
now if Roosevelt did not feel it to con- 
form to the current direction of the 
political wind. 

In a nutshell, there is no great eco- 
nomic issue which, by decision of the 
voters in November, will mean assured 
prosperity on the one hand or certain 
deflation on the other. The most clear- 
cut issue is one of method, of adminis- 
tration, of personality. In this, how- 
ever ardently one favors Landon or 
Roosevelt, there is no cause for business 
consternation. 

One wag at Washington has said: 
“We will have a boom if Roosevelt 
wins, a bigger boom if Landon wins.” 
Maybe so. We would be content with 
enduring good times, a bit short of a 
boom—but we have never attained this 
ideal under either Democratic or Re- 
publican political leadership and prob- 
ably never will. 








Answers to Inquiries 
(Continued from page 790) 








with the strong competition existing. 
Judging from the progress made to date, 
however, the outlook is decidedly con- 
structive. From a financial standpoint, 
the company is well entrenched and 
will be able to continue an aggressive 
sales policy which, in turn, may be ex- 
pected to further strengthen dealer 
representation. Although you currently 
enjoy a very worthwhile percentage 
profit on this company’s stock, we feel 
that the speculative possibilities of this 
situation are sufficiently attractive to 
justify maintaining further your long 
position in the issue. 


REPUBLIC STEEL CORP. 


I hold 100 shares of Republic Steel com- 
mon stock. Recently I read that the com- 
pany plans expansion and improvement of 
its plant. Do you think replacement of 
obsolete equipment will lower operating 
costs and result in better profits? Do you 
look for greater earnings and market ad- 
vances?—C. L. P., Providence, R. I. 

Engaged in practically all divisions 
of the steel industry, Republic Steel 
Corp., is currently benefiting from in- 
creased takings by automobile manu- 
facturers and the general run of indus- 
trial consumers. While the automobile 
industry is still the company’s largest 
single customer, its dependence upon 
this business has been lessened over the 
past several years by the manufacture 
and sale of a number of new lines in- 
cluding structural shapes, tin plate, 
pipe and tubes, as well as numerous 


alloys. The acquisition of Corrigan- 
McKinney has materially strengthened 
the company’s competitive position in 
the industry. It has given the company 
an efficient plant at Cleveland for both 
water and rail assembly of materials in 
the center of a large and growing mar- 
ket. Through the acquisition of Trus- 
con Steel the company is in a position 
to benefit markedly from the improve- 
ment under way in construction as 
Truscon has long specialized in the 
fabrication of numerous building 
shapes, such as doors, window frames 
and steel-deck roofs. With increasing 
uses being found for alloy steels of 
various types, Republic should find this 
division of its business increasingly 
profitable. While the company was 
forced to absorb heavy operating losses 
during the depression years, with a 
consequent drain upon working capi- 
tal position, this has been materially 
strengthened through the successful 
flotation of bonds in 1935 and 1936 
and the improvement in operating re- 
sults. After having reported a loss of 
6 cents a share on its common stock 
in the first quarter of this year, the com- 
pany reported 50 cents a common share 
for the June quarter, which compared 
with only one cent a year earlier. All 
arrears recently were cleared on the 
$6 prior preference stock with the 
declaration of $4.50 a share, pay- 
able October 23, to holders of record 
October 5. At the close of 1935, there 
were still outstanding 144,276 shares 
of undeposited 6% convertible pre- 
ferred, although it is believed that this 
amount has since been reduced sub- 
stantially. Arrears on that issue to- 
talled $31.50 per share at the close of 
last year. Of course, these arrears must 
be taken care of before dividends can 
be paid on the common, but with earn- 
ings improving as they are, some work- 
able solution to the problem should be 
found without too much difficulty. On 
the basis of the company’s present well 
diversified position in the industry, and 
the generally favorable prospect for its 
business, we feel that the common stock 
still offers interesting speculative pos- 
sibilities. 


NEW YORK, CHICAGO & 
ST. LOUIS R.R. 


My broker tells me that Nickel Plate’s 
earnings prospects for 1936 are much im- 
proved. Does this indicate that ihe rather 
sensational rise in the stock of this road 
from the low of the year—at which time 
I bought 150 shares—will be continued or 
are these prospects reflected in today’s 
prices?—R. F. T., Syracuse, N. Y. 


New York, Chicago & St. Louis Rail- 
road can be included near the top 
among those roads which have been 
first to reflect in their income state- 
ments the improvement traceable to re- 
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covery of industrial activity since the 
low point in the depression. A glance 
at the map of the road showing the 
highly industrialized territory from 
which this road draws its traffic serves, 
very largely, to explain this fact. The 
classification of freight tonnage, show- 
ing the item “Manufactures and Mis- 
cellaneous” accounting for over one- 
third of the total, serves to explain also 
why Nickel Plate can multiply earning 
power much more rapidly than the 
average. Analyzing the traffic statistics 
a little more in detail, it is found that 
total revenue freight tonnage increased 
from 1932 to 1935 a little less than 
38%. High grade traffic—manufac- 
tures and miscellaneous—increased in 
those years 73%. ‘These notations 
serve to explain why, with automobile 
manufacture, steel production, and 
other indices of general business activ- 
ity registering almost steady uptrends 
in the past few years, Nickel Plate 
could show a jump in total railway op- 
erating revenues from a little more than 
$29,000,000 in 1932 to over $34,000,- 
000 in 1935. .The operating ratio has 
decreased during that period from 
75.82% to 67.48%. Thus it will be 
seen that net railway operating income 
could increase from about $2,000,000 
to over $6,700,000. The report issued 
covering the first eight months of the 
current year in no way indicates a re- 
versal of this steadily forward trend 
in gross and in net earnings, and there 
appear in prospect no indications of a 
reversal. These, we believe, are the 
factors chiefly responsible for the de- 
mand for “Nickel Plate” shares in the 
open market, resulting in the climb in 
which you have so satisfactorily par- 
ticipated. It seems likely that, when 
the final figures for the full year are 
available, such net earnings will be 
shown for the common stockholders as 
will fully justify present price levels, 
perhaps furnishing an incentive for still 
higher prices. Our suggestion is to re- 
tain your holdings. 


SEARS, ROEBUCK & CO. 


I own some shares of Sears, Roeduck 
stock which show a good profit at present 
prices. May I ask whether you feel that 
it will go higher or should I take my 
profit? I read that earnings of about $6 
a share are forecast for the year. Is it 
likely that these improved earnings will 
mean additional dividend payments? 
—W. H. S., Columbus, Ohio. 


Although no precise estimates of full 
fiscal year share earnings can be made 
at this time, since deductions to allow 
for sur-taxes on undistributed profits 
cannot be estimated; there is neverthe- 
less some basis for the report which 
you have heard forecasting earnings of 
$6 a share. The report covering the 24 
weeks period ended July 16 this year 
shows that sales increased 22% com- 
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BENEFICIAL INDUSTRIAL 
LOAN CORPORATION 


Dividend Notice 


R&S. ULAR quarterly 

dividends have been de- 

clared by the board of direc- 

tors, as follows: 

Preferred Stock Series A, 87%4c 
per share 


Common Stock 37¥c per share 








In addition an extra dividend of 
25c per share on Common Stock 





All dividends are payable 
October 30, 1936 to stock- 
holders of record at close of 
business October 15, 1936. 


E. A. Barey, 


Treasurer. 























Allied Chemical & Dye Corporation 
61 Broadway, New York 
September 29, 1936 
Allied Chemical & Dye Corporation 
has declared quarterly dividend No. 63 
of One Dollar and Fifty Cents ($1.50) 
per share on the Common Stock of the 
Company, payable November 2, 1936, to 
common stockholders of record at the 
close of business October 9, 1936. 
W.C. KING, Secretary. 








KEEP POSTED 


The pieces of literature listed below have 
been prepared with the utmost care by busi- 
ness houses advertising in this issue. 

will be sent free upon request, direct from 
the issuing houses. Please ask for them by 
number. We urge our readers to take full 
advantage of this service. Address Keep 
Posted Department, The Magazine of Wall 
Street, 90 Broad Street, New York, N. Y. 





‘‘ODD LOT TRADING’’ 
John Muir & Co., members New York 
Stock Exchange, are distributing their 
booklet to investors. (225) 


‘*‘TRADING METHODS’’ 
This handbook issued by Chisholm & 
Chapman, contains much helpful informa- 
tion for traders. A copy together with 
their Market Letter will be mailed upon 
request. (785) 


MARGIN REQUIREMENTS, COMMISSION 
CHARGES 
J. A. Acosta & Co., have prepared a fold- 
er explaining margin requirements, com- 
mission charges and trading units. Copies 
gladly sent investors and traders. (939) 


MAKING MONEY IN STOCKS 
This booklet, issued by Investors Re- 
search Bureau, will be sent free to in- 
vestors upon request. (953) 


UNITED BULLETIN 


Bulletin giving definite advice on leading 
stocks is issued by United Business Ser- 
vice. Free copy sent on request. (954) 


WEEKLY STOCK MARKET REVIEW 


This will be sent to you upon request 
without any obligation by H. M. Gartley, 
Inc. (989) 























MARKET STATISTICS 


N. Y. Times 
N. Y. Times ——Dow-Jones Avgs.—. ——-——50 Stocks———-—.. 
40 Bonds 30 Indus. 20 Rails High Low Sales 
Monday, September 21...... 89.11 168.90 56.36 134.25 133.13 1,766,870 
Tuesday, September 22...... 89.30 169.47 56.47 134.16 132.92 1,547,850 
Wednesday, September 23... 89.38 169.01 56.30 134.50 133.09 1,483,670 
Thursday, September 24..... 89.54 169.14 56.55 133.95 132.88 1,192,940 
Friday, September 25....... 89.24 166.36 55.44 133.33 131.31 1,514,430 
Saturday, September 26..... 89.33 168.07 56.50 133.61 132.26 900,760 
Monday, September 28...... 89.36 168.79 56.26 133.70 132.60 1,450,460 
Tuesday, September 29...... 89.34 168.48 56.33 133.80 132.48 1,381,000 
Wednesday, September 30... 89.44 167.82 55.88 133.76 132.06 1,352,625 
Thursday, October1........ 89.40 168.26 55.76 132.53 131.66 1,099,470 
Friday, October 2........... 89.55 170.76 57.18 133.96 132.33 1,928,680 
Saturday, October 3......... 89.76 172.44 57.85 135.21 134.05 1,630,000 








pared with the corresponding period 
last year, and that net profits increased 
68%. The earnings per share were re- 
spectively $2.60 and $1.55 in those 
periods. For the full fiscal year ended 
January, 1936, per share earnings were 
reported at $4.55; of which only 45% 
was earned in the first 24 weeks period 
and the balance, or 55%, in the re- 
mainder of the year. On this basis 
earnings for the balance of the current 
fiscal year would show $2.90 per share, 
which added to the earnings already re- 
ported, would equal $5.50. This pro- 
jection however does not allow for 
further proportionate increase in sales 
volume reasonably to be expected on 
the basis of the accelerated rate at 
which sales are currently increasing. 
That is shown in a comparison of the 
sales in the 32 weeks period of this 
year ended September 10, showing an 


increase of 25% over the corresponding 
period last year. The last four weeks 
of this period however showed an in- 
crease in sales of 32%. It should be 
clear therefore that the rate of increase 
currently being exhibited in the reports 
may result in a greater proportionate 
increase in the last part of the current 
year, and add substantially to per share 
earnings. If, therefore, the $6 estimate 
which you have heard reported is not 
exaggerated, and if one considers the 
potential increase in earning power in 
the longer term future possible for this 
outstanding merchandising enterprise, 
the upturn in earnings alone would jus- 
tify greater dividend distributions if the 
directors were so minded. They will 
have a new factor to consider in for- 
mulating dividend policy—the pending 
undistributed earnings tax, which 
should give directors very considerable 
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New York Curb Exchange 














ACTIVE ISSUES 
Quotations as of Recent Date 


1936 





Price Range 
Recent 
Name and Dividend High Low Price 
Alum. Co. of Amer......... 12144 109 119 


Amer. Cyanamid B (.60).... 29 34! 
Amer. Gas ¥ ce ; see rites rye 
Amer. Lt. & Tr. (1.20) ...... 264% 441734 223 


Atlas | Se 16 11% 15 
Bower Roller Bearing (1).... 293 20% 
EE cccciwesccccces Eee 75% 1234 
Cities Service.............. 1% 8 3% 
Cities Service Pfd.......... 66 414 54% 
Colum. G. & E. cv. Pfd. (5). 116144 93 102 
Commonwealth Edison (4).. 117 97 106% 
Compo Shoe (.50).......... 16 114% «415 
Consol. Gas Balt. (8.60).... 94 84 89 
CO eee 39% 24 39% 
Creole Petroleum ({.20).... 3434 19% 26% 
Doehler Die Casting (1.50).. 35% 27% 35 
ED cs <5:0 9.00 27 15% = 223, 
Share Pfd. (6). 74°34 «83% 


Elec. Bond & h 
Ex-Cell-O A. & T. (1.15) .... 
Ferro Enamel (.80)......... 40 

Ford Mot. of Can. “A” (1.50). 28%, 19 235% 
EE | aaa 164% 184% 18% 
Glen Alden Coal (1)........ 18% 18% 16% 





1936 
ice Range 
Reccnt 
Name and Dividend High Low Priee 
Gulf Oil of Pa. ($.25)....... 10434 72 9837 
Hall Lamp ({.20).......... 8% 5 5% 
Hudson —_ M. & S. (1) 2834 2234 27% 
Remmrble TOE) (4).......0. 220000 6% 2 
Imperial Oil (*.50)......... % 20 21% 
— & Laughlin.......... 70 30 
e Shore Mines (*2)..... 60 61 55% 
sa SURI BED 5565 v0 -0 00 4. 6544 345g 3914 
ueller Brass (.80)........ 40% 23 38 
National Sugar Ref. (2)... .. % 23 2614 
New powy Maem (2)........ 923% 69% 5 
Newmont Mining (2)....... 9634 744% 87% 
Niagara Hudson Power..... 1734 7% 14% 
Niles-Bement-Pond........ 491446 2814 4916 
Pan-Amer. Airways (1)..... 6634 453, 56 
Pepperel Mfg. (3).......... 99144 55 99 
Pitts. Pl. Glass (*2)........ 1 9844 135 
Sherwin-Williams (4)....... 14544 117 134 
South Penn Oil (*14%)...... 40% 3214 40 
United Shoe Mach. (5)..... 90 83 894 
* Includes extras. { Paid last year. 


t Paid this year. 





inducement to increase distributions in 
the future. The past history of Sears 
has been marked by outstanding inno- 
vations in merchandising methods, 
keeping pace with major changes in the 
buying habits of the millions which are 
the regular customers, and that must 
include a large portion of the urban 
and rural population. There is there- 
fore no need to limit estimates of po- 
tential earning power in an enterprise 
of this type to estimate the possibilities 
based entirely upon past record. On 
the basis of these considerations, there- 
fore, we feel that ultimately, substan- 
tially higher price levels could be at- 
tained by this outstanding issue. 


UNITED BISCUIT COMPANY OF 
AMERICA 


I bought a block of United Biscuit com- 
mon last year at 24, but have been rather 
disappointed at its narrow price range in 

Is it your opinion that the better 
earnings which are reported will move the 
stock to higher levels? Do you suggest 
that I hold or sell?—A. P. Z., Des Moines, 
Towa. 

The report of United Biscuit Co. in 
the first half of the current year, show- 
ing an increase in net earnings per 
share of more than 75% over the re- 
sults for the first half of 1935, certainly 
should find recognition ultimately in 
the market price of the shares, not- 
withstanding the fact that this stock 
is of a type more in demand by invest- 
ors as an income producer, than by 
speculators for trading profits. It is 
not difficult to find reasons why in- 
vestors should be willing to pay current 
prices, or even substantially higher 


prices for this stock. The yield at cur- 
rent price levels is not much below 6% 
based on the present dividend rate, and 
if earning power is maintained at the 
increased rate, some further distribu- 
tions may reasonably be expected, This 
yield on an issue resting upon a dem- 
onstrated record of stable earning 
power and on a strong financial con- 
dition, is something of a scarcity in the 
present market. By reason of that fact 
alone, omitting momentary considera- 
tion of the prospect for further im- 
provement in earning power, the de- 
mand for these shares could send the 
price substantially higher. The report 
issued by this company for the first half 
of the current year is the first since the 
depression to register the effect of the 
pronounced improvement in public pur- 
chasing power. This improvement not 
only permits of increased volume of 
sales, but enables the company to reg- 
ister larger gains in the higher priced 
products which are productive of a 
wider profit margin. The financial po- 
sition of the company is such as to 
enable it to handle an expanded vol- 
ume of business. The failure of the 
market thus far to register the impor- 
tant improvement so clearly demon- 
strated in the income account in the 
first half of this year, may be due to 
the fact that speculative attention seems 
to be centered in the more volatile 
stocks, but with the normally better 
final half of the year yet to be re- 
ported, it seems likely to be only a 
matter of time before the investment 
demand for these shares will result in 
substantially increased prices. We 
would suggest retention of your 
holdings. 


ENDICOTT JOHNSON CORP. 


While Endicott Johnson’s plants are re- 
ported to be operating near capacity, the 
common stock is selling little above the 
1936 low. Do you believe that present 
levels discount this volume of business? 
Would you continue to hold for higher 
prices?—L. R. C., Lexington, Ky. 


While we have no recent report to 
the effect that plants of Endicott John- 
son are currently operating at capacity, 
the uptrend in sales since the low reg- 
istered in 1932 and continued steadily 
through and including the first half of 
the current fiscal year, would tend to 
support the opinion that volume of 
business is being maintained at high 
levels. It is hardly likely however that 
full fiscal year sales (ending November 
30 this year) will quite equal the peak 
registered in the year 1927 in excess 
of $73,000,000. In that year total in- 
come amounted to more than $6,300,- 
000, the company having saved 8.73% 
of the gross sales after operating costs, 
expenses, etc. Last year on sales vol- 
ume of about $58,300,000, the com- 
pany was able to save only 4.53% 
after operating costs and expenses. Still 
further narrowing of profit margins is 
shown in the report for the first half 
of the current year, when only 3.62% 
of the net sales remained after deduct- 
ing operating costs, expenses, etc. This 
narrowing of the profit margin so 
clearly demonstrated in the above fig- 
ures accounts for the failure of this 
company to show an increase in earn- 
ings for stockholders corresponding to 
the increase in the volume of sales. It 
is also responsible, we believe, for the 
failure of the stock of this company to 
register market improvement compar- 
able to that shown by other outstand- 
ing manufacturing enterprises. Cer- 
tainly the company is outstanding in 
its present position and its record. In 
point of size it is second largest. It 
not only manufactures its products, but 
tans its own leather and distributes its 
products through its own retail stores. 
It produces practically all its own 
leather and other raw material require- 
ments, and this comparative independ- 
ence may work decisively to its advan- 
tage if price levels are to rise in the 
future, which seems likely to be the 
case. In any event, it fortifies the po- 
sition of this company with respect to 
many of its competitors. Moreover, it 
can hardly be said that present price 
levels discount any substantial increase 
in sales volume or earning power which 
may be recorded from operations in the 
future. On a strictly investment basis, 
the stock has attraction for its rela- 
tively high return, and while we find 
little that would likely promote specu- 
lative activity in the shares on the up 
side, retention of current holdings for 
income, may well be considered. Grad- 
ual longer term appreciation possibili- 
ties seem a reasonable expectation. 
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ELECTRIC STORAGE BATTERY 
Co. 


I am wondering why Electric Storage 
Battery common remains at substantially 
the same levels as in 1935 when most other 
stocks have shown marked gains. Can you 
tell me and also advise me whether or not 
I should hold my shares for price appre- 
ciation?—B. B. H., Paterson, N. J. 


Due largely to increased competition 
and the consequent narrowing of profit 
margins on unit sales, earnings of Elec- 
tric Storage Battery Co. have failed 
thus far to register the improvement 
which might be expected as a result of 
the pronounced recovery which has oc- 
curred in the automobile equipment in- 
dustry over the past two years. Thus, 
earnings for 1935 showed only slight 
improvement over 1934, with $2.48 a 
share comparing with $2.21. A further 
examination of the earnings record over 
the past several years, however, reveals 
that even in the year 1932, when most 
comparable organizations were operat- 
ing at a loss, this company reported the 
equivalent of $1.39 a share earned on 
its common stock. Since that time grad- 
ual recovery has been the rule and 
while the lack of interim statements 
renders difficult an appraisal, indica- 
tions point to further moderate earn- 
ings recovery this year. The company 
is the recognized leader in the quality 
storage battery field and while the com- 
petitive factor likely will continue as a 
restrictive influence upon the margin 
of profit obtained, there is every reason 
to believe that the company’s trend of 
earnings is upward. Not only does the 
bright outlook for the automobile manu- 
facturers augur well for this concern’s 
original equipment business, but addi- 
tional cars on the road mean greater 
replacement demand; the average auto- 
mobile battery has an estimated life of 
about two years. Aside from the in- 
creased demand indicated for automo- 
bile batteries, the company may be ex- 
pected to obtain considerable business 
from other sources. By continually de- 
veloping new types of batteries for va- 
rious industrial purposes, the company 
has lessened its dependence upon the 
motor car market and now the well 
known “Exide” and “Willard” prod- 
ucts are to be found in railroad cars, 
aeroplanes, public utility plants, loco- 
motives, submarines, battleships and 
practically any place where dependable 
power is needed. The organization’s 
finances are in excellent shape. It has 
been the policy of the management to 
distribute to stockholders practically all 
of net income since plant facilities are 
adequate, as is also working capital po- 
sition. This policy likely will be con- 
tinued and with further earnings im- 
provement indicated, the present $2 
annual rate should be supplemented by 
liberal extras from time to time, as has 
been the policy in the past. Consider- 
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ing present money rates, there should 
be a continued investment demand for 
stocks of this caliber which, by itself, 
could easily result in at least modest 
appreciation from existing levels. It is 
our opinion, therefore, that further pa- 
tience on your part will be rewarded 
over a reasonable period of time. 


NATIONAL CASH REGISTER CO. 


As a new subscriber, I am writing to 
ask your opinion of National Cash Regis- 
ter common, ‘oought last year at twenty. 
Do you look for a continued uptrend in 
net profits which would give this issue at- 
tractive investment possibilities over the 
near and longer term?—H. W. G., Spring- 
field, Mass. 

As the recognized leader in the cash 
register field, the improvement which 
has occurred throughout retail trade 
has proven a boon to National Cash 
Register Co. The report of the organi- 
zation covering the six months ended 
June 30, 1936, reveals a profit of $1,- 
159,012, equal to 71 cents a share, 
against 43 cents a share in the com- 
parable period of 1935. In the June 
quarter alone earnings equalled 50 
cents a share, or the amount of full 
annual dividend requirements on the 
stock at the present rate. In considera- 
tion of the indicated earnings trend, 
together with the sound financial con- 
dition of the enterprise and the present 
Federal tax on undistributed corporate 
profits, there is basis for the belief that 
larger distributions are in prospect. 
Sales figures of the company for the 
first six months of the year totalled 
$19,494,672, against $16,059,328 a 
year before. With retail trade show- 
ing consistent improvement throughout 
the country, it seems reasonable to as- 
sume that National Cash Register will 
continue to experience increased de- 
mand for its cash registers, while the 
company’s time-saving business equip- 
ment may also be expected to share in 
this betterment. Aside from the “Ellis” 
adding typewriter, various accounting 
machines have been developed during 
recent years designed to meet the de- 
mand of savings banks, public utilities, 
hotels, chain stores, and many other 
types of businesses. Finances of the 
company have been well maintained 
and as of June 30, 1936, current assets 
of $21,622,511 compared with current 
indebtedness of only $5,206,503. With 
capitalization of the company repre- 
sented by only 1,628,000 no par com- 
mon shares, very worthwhile results 
per share could easily be shown in nor- 
mal years. Net income in the generally 
prosperous year 1929 was equal to 
$5.12 a share on the present outstand- 
ing stock, which amount does not seem 
impossible of attainment again if the 
present trend of earnings continues 
upward, as is anticipated. 











Adjustable Stock Ratings 
Will Give You 


Third-Quarter Earnings 


All the earnings figures for the 
first nine months of 1936 right 
to the date of publication, will 
appear in the October 15th 
issue of Adjustable Stock 
Ratings now on the press. In 
addition every issue gives you— 


—tLines of business represented 
by individual securities. 

—On what exchange each stock 
is listed. 

—Industries and companies going 
ahead—which are declining. 

—Funded debt, if any. 

—Number of shares of stock out- 
standing. 

—Par value. 

—Dividend rate—when payable. 

—1934 and 1935 earnings—in- 
terim earnings for 1935-1936. 

—1935 and 1936 “highs” and 
“lows.” 

—Ticker symbols. 

—Pertinent facts about the early 
outlook. 

—Our investment ratings. 


Only $2.50 a Year 


112 pages, revised and pub- 
lished on the 15th of each 
month, ADJUSTABLE STOCK 
RATINGS is only $2.50 a year 
— worth many times this 
amount if you profit from only 
one hint or suggestion. 
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Bank, Insurance and 
Investment Trust Stocks 


As I See It 
(Continued from page 751) 




















ACTIVE ISSUES 
Quotations as of Recent Date 


BANK AND TRUST COMPANIES 


Bid Asked 
See 6715 69'5 
Bank of Manhattan (114). . 81% 3312 
Bank of N. Y. & Trust aa). 497 503 
Central Hanover =. ; me 134 
Chase (1.40) .. Se ese ote Se 49 
Chemical (1. 80) .. ar .. 64 66 

City (1). ee wea eik's ... 414 4316 
Corn Exchange (3) 6534 66%, 
Empire (1). 2614 2714 
First I Nationai (100) . 2110 2150 
Guaranty og Oe Sin hte cca % 352 357 
Irving Trust (.60)..... arg el 1614 
Lawyers Trust (2. a Sea eee, | 55 
Manufacturers (2) . uae ae 6114 
Bow York ()............. ... 142 145 
United States Trust (*70)........1985 2035 
INSURANCE COMPANIES 

Aetna Fire co »-- eae 4T\6 4916 
Aetna Life (*80)........ : :i ae 32 
Carolina (e130) aig eck auisaee au 8 2534 274 
Glens Falls (1.60)............... 4014 4216 
Globe & Rutgers .. ... 50% 5214 
Great American (*1. 20) .. .--. 26% 28% 
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Significant Foreign Events 
(Continued from page 771) 








Back in the twenties, it looked as if 
Bulgaria would explode as soon as 
sufficient reserves had been accumu- 
lated, because the Peace Treaties had 
shut her grain fields away from the 
Mediterranean, offering the single out- 
let of a port concession in Dedeagatch 
which the Sofia politicians scorned. For 
the time being Sofia is holding fire, at- 
tempting to regain prestige not by 
acquiring territory and the essential 
cutlet to the bigger seas, but by acquir- 
ing the shipping tonnage which will 
make it unnecessary to hire foreign 
carriers to take Bulgarian goods to mar- 
ket. Numerous foreign companies arc 
being burned, but the policy goes on 
without effective resistance. The “Bul- 
garian Commercial Navigation Com- 
pany” has a state guaranteed credit of 
23,000,000 leva to support its purchas- 
ing operations. With only a coastwise 
traffic in the Black Sea, the activity of 
the Bulgarian lines has pushed through 
the Dardenelles. Possibly the ships 
from Varna and Bourgas blew smoke 
into Turkish eyes and helped to pro- 
duce that irritation which recently an- 
nounced itself in the closing of the 
period of freedom and the beginning 
of a new era of fortifications between 
Gallipoli and Scutari. The real irrita- 
bility, however, is felt by Greek skip- 
pers who once hoped to monopolize 
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INSURANCE COMPANIES-—(Continued) 


Bid Asked 
Hanover F. (1.60) . eer | 3614 
Hartford Fire wollte SY REO oe ae 6914 71% 
Home (*1.20) .. e's sw co Soe 3614 
National Fire (2). ane ee a 6314 6514 
5 Sees 79 83 
Sun Life Can. See ie bhi ha Reale 445 475 
I 55 1655. s's 9 0 0:50 6 505 615 
United States Fire (1. me ... 55% 5734 
Westchester F. (*1.40) isa ee 35 


INVESTMENT TRUST SHARES 


Se ee rer 26% 28 1< 
Brit. Type Investors............. "26 .48 
» | 3a 1954 2133 
Corporate Trust—AA............ “bi ae 
_ re 29.25 31.50 
Incorporated Investors........... 25.35 27.26 
errr 9.78 10.58 
Massachusetts Invest. ee le 
Nation-Wide Securities B .. 4.60 4.70 
No. Amer. Trust Shares 1958 . 3.56 ee 
Quarterly Income Shares. > 2) a, 

Spencer Trask Fund........... . 21.44 22.10 
Uselps Voting Shares............ 1.23 1.31 


* Includes extras. 











the Levant trade with the Black Sea 
ports. Bulgaria has some moderate 
sized cargo ships going regularly down 
to Egypt. She has one vessel that 
carries her flag to London, competing 
with the smaller British ships that 
have been used to handling this route 
alone. For 1936 “Bulgarian Naviga- 
tion” has proposed to acquire three 
3,000-ton boats, and one passenger 
ship of 6,000 tons to inaugurate a pas- 
senger service in the Mediterranean. 
Until 1936 Bulgarian bottoms carried 
about 20 per cent of the country’s 
foreign commerce. It is now hoped 
that this figure will be doubled. If 
this project is achieved, Bulgarian in- 
visible imports will be appreciably re- 
duced and foreign marine competition 
correspondingly increased. 


More important than Bulgarian ship- 
ping development is that of Yugo- 
slavia. Instead of hitting the trade of 
several maritime competitors, Yugo- 
slav expansion touches vitally Italian 
interests alone. This is by no means 
a happy state of affairs, since Italy in 
the role of the master of the Adriatic 
brooks ill the Yugoslav ambition to 
build up an independent line of car- 
riers. Lloyd Triestino has lost traffic 
to Lloyd Yugoslav since the Princess 
Olga, approximately 9,000 tons, joined 
the race between Dalmatia and the 
Levant. Other new ships are entering 
the Yugoslav service. Even the “Fruit 
of the Sea” is no longer an Italian 
monopoly, for the Yugoslav fishing 
revenue in 1935 touched 38 million 
dinars. 


Premier Blum can successfully stave 
off a violent price rise and thereby 
maintain the advantage of higher wages 
which he succeeded in attaining for 
the workers, serious internal trouble 
should be obviated despite the loud 
mouthings of the Croix de Feu. 

The world will watch developments 
in France with lively interest during 
the months to come. Her action has 
opened the way for those nations who 
champion democracy to stand together 
under the leadership of the United 
States and Great Britain. A return to 
more normal economic conditions is 
now possible the world around. 








Happening in Washington 
(Continued from page 757) 








ward the effect on security markets 
would be decisive. Fear of taxation 
has restrained many security holders 
from taking sizable paper profits. If 
this penalty on profits were removed the 
tendency to foreshorten long upward 
market swings might develop. 


New Patman bill announced by 
sponsor of Robinson-Patman price dis- 
crimination law is bidding for support 
of independent merchants. It would 
absolutely prohibit interstate commerce 
in any article which the manufacturer 
intended to sell at retail directly or 
through controlled outlet. Frank ob- 
jective is to keep manufacturers from 
retailing and vice versa, stop “vertical 
integration” of industry, free inde- 
pendents from private brand competi- 
tion of chains and mail order houses. 
In letter to trade associations Patman 
promises to push it in next Congress. 


“Little men” in business, organ: 
ized in trade associations, feel their oats 
since securing enactment of Robinson- 
Patman law. They are sympathetic to 
Patman’s latest idea, though many con- 
sider it a bit drastic and too inclusive. 
Ahead of it they place “little Patman 
laws” enacted by states to supplement 
federal law on intra-state sales; sup- 
plements to R-P law if loopholes de- 
velop; federal “fair trade act” to per- 
mit states to authorize resale price main- 
tenance contracts as to goods moving 
in interstate commerce. These organ- 
ized druggists, grocers, etc., are put- 
ting heat locally on Congressmen who 
opposed R-P law. They will not be 
silent during next Congress. 


When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 
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> tenn being an officer of your 

Building and Loan Associa- 
tion, know well the great poten- 
tial market that has developed 
for Building. 





So do well-advised investors! 
And especially those reading 
THE MacazinE oF WALL STREET, 
for our many articles on the 
building industry this year have 
been unanimously bullish. 


Our more than 50,000  sub- 
scribers are matter of record in- 
vestors. They are the persons 
of means in every state and every 
section of the country. Proof 
that they are actively investing 
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TO EVERY OFFICER 


BUILDING and LOAN ASSOCIATION 
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may be obtained from the 12,000 
inquiries we receive from them 
every month. 


These persons are a concentra- 
tion of A-l prospects for the 
shares of every worthwhile and 
reputable Building and Loan 
Association im the country. 
Your advertisement in THE 
Macazine OF WALL STREET can 
be the means of converting them 
from “prospects” to stock- 


holders. 


Drop us a line today. We'll 
rush you complete information 
and advertising rates—But do it 
today! 


The MAGAZINE of WALL STREET 


90 Broad Street 


New York, N. Y. 
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